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Abstract 
"
B+" -+2+C)*" .1" +/*&%&M.C" /)-+C" )4" &14C.(&)1" &1":.1;.1&." 4)%" ($+" -+M.-+" 4%)/" ILL!K" +'(&/.(&1F"
‘multiple determinant’ single9+NH.(&)1" /)-+C'" 4)%" /)1($9)19/)1($" $+.-C&1+" &14C.(&)1" .1-" &('"
*%&1M&*.C"M)/*)1+1('"O4))-K"+1+%F3" .1-"M)%+"&14C.(&)1PQ"5H%"%+'HC('" 'HFF+'(" ($.(">$&C+" 'H**C39'&-+"
4.M()%'K"&1MCH-&1F"3&+C-"2.%&.?&C&(3" .1-" &1(+%1.(&)1.C" *%&M+" .%?&(%.F+"*%+''H%+'K" *C.3" ." /.R)%"%)C+"&1"
-+(+%/&1&1F"-)/+'(&M"4))-".1-"4H+C"&14C.(&)1"O>$&M$"()F+($+%".MM)H1("4)%".C/)'("JL"*+%M+1(")4"($+"
()(.C"#S7"?.'A+(PK"-+/.1-9'&-+"4.M()%'"./+1.?C+"()"*)C&M3"&1(+%2+1(&)1"?3"($+"/)1+(.%3".H($)%&(&+'"
.1M$)%"M)%+"&14C.(&)1Q"":$+"/)-+C'".%+"M)1'(%HM(+-".%)H1-"$&F$"4%+NH+1M3".1-"(&/+C3"-.(.".CC)>&1F"
($&'">)%A"()"'H**)%("($+"-+2+C)*/+1(")4".1"&14C.(&)194)%+M.'(&1F"M.*.?&C&(3"?3"($+"@.1A")4":.1;.1&.Q""
:$+"*.*+%"M)1MCH-+'"?3"-&'MH''&1F"."1H/?+%")4"M)1M+%1'".?)H("-.(."NH.C&(3".1-"&-+1(&43&1F".%+.'"4)%"
4H%($+%"%+'+.%M$"%+NH&%+-"()".M$&+2+"($&'")?R+M(&2+Q"'
"
()$%'*+*",'$%'-)"'./-0.1"'.2',"%"+,0)'0.33+4.,+-$.5'4"-6""5'%-+22'.2'-)"'7"*+,-1"5-' .2'80.5.1$0'!"%"+,0)'+5&'
9.3$0:'+-' -)"' ;+5<' .2' (+5=+5$+'+5&' -)"'>5-",5+-$.5+3'?,.6-)'@"5-,"A' ' ()"'#$"6%' "B*,"%%"&'$5' -)$%'*+*",'+,"'
%.3"3:' -).%"' .2' -)"' +/-).,%' +5&' &.' 5.-' 5"0"%%+,$3:' ,"23"0-' -)"' .22$0$+3' #$"6%' .2' -)"' ;+5<' .2' (+5=+5$+' .,' $-%'
1+5+C"1"5-A'D33'",,.,%'+,"'-).%"'.2'-)"'+/-).,%A'
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1. Introduction 
,--%+''&1F"($+"%+M+1("'$.%*"%&'+"&1"&14C.(&)1"$.'"?+M)/+"."M+1(%.C"/.M%)+M)1)/&M"*)C&M3"M)1M+%1"&1"
:.1;.1&.K".'"&("$.'".M%)''"U.'(",4%&M.Q""V)%"($+"4&%'("-+M.-+"4)CC)>&1F"($+"-++*"C&?+%.C&;.(&)1"/+.'H%+'"
)4"($+"/&-9!WWL'K"($+"+M)1)/3"+1R)3+-"'(%)1F")H(*H("F%)>($".1-"C)>".1-"'(.?C+"$+.-C&1+"&14C.(&)1"
($.("%+/.&1+-"MC)'+"()"($+"authorities’ &1-&M.(&2+"(.%F+(")4"X"*+%M+1("*+%".11H/Q! ""E&1M+"($+")1'+(")4"
($+"FC)?.C"4&1.1M&.C"M%&'&'K"$)>+2+%K"($+"/.M%)+M)1)/&M"+12&%)1/+1("$.'"?+M)/+"/HM$"/)%+"
2)C.(&C+Q""8%)>($"$.'"4CHM(H.(+-".1-"3+.%9)193+.%"$+.-C&1+"&14C.(&)1"+-F+-".?)2+"!L"*+%M+1("&1"/&-9
ILLYQ""7("-%)**+-"?.MA"()"C)>"'&1FC+"-&F&('"&1"ILLW".1-"IL!LK"?+4)%+"%&'&1F"'$.%*C3".F.&1"&1"($+"($&%-"
NH.%(+%")4"IL!LK"%+.M$&1F"MC)'+"()"IL"*+%M+1("*+%".11H/"&1"($+"($&%-"NH.%(+%")4"IL!!"OFigure 1PQ"",("
($+"(&/+")4">%&(&1F"&("&'"H1MC+.%">$+($+%"($+"%+M+1("'H%F+"&1"&14C.(&)1"$.'"%+.M$+-"&('"*+.A".1-">&CC"
(H%1"-)>1"&1"($+"4&%'("$.C4")4"IL!I")%">$+($+%"4H%($+%"&1M%+.'+'".%+"C&A+C3Q""B$.("&'"%+.')1.?C3"
M+%(.&1K"$)>+2+%K"&'"($.("($+")H(C))A"4)%"?)($"($+"FC)?.C".1-"-)/+'(&M"+M)1)/3"'HFF+'('"."%.*&-"
%+(H%1"()"($+"?+1&F1"&14C.(&)1.%3"+12&%)1/+1(")4"($+"+.%C3"ILLL'"&'"H1C&A+C3Q"
"
:$&'"/)%+"2)C.(&C+"+12&%)1/+1("/.A+'"($+"central bank’s decisions both more difficult and more 

M)1'(%.&1+-Q""E)/+")4"($+"*&MA9H*"&1"&14C.(&)1".1-"&14C.(&)1"2)C.(&C&(3"MC+.%C3"%+4C+M('"-+2+C)*/+1('"&1"
($+"FC)?.C"+M)1)/3"99"/)'(")?2&)H'C3"($+"%&'+"&1"FC)?.C"4))-".1-"4H+C'"*%&M+'K"&1"ILLY".1-".F.&1"&1"
IL!!K"()"C+2+C'"1)("'++1"'&1M+"($+"/&-9!WZL'Q"":$+)%3"'HFF+'('"($+"&1&(&.C"&14C.(&)1.%3"+44+M('")4"($+'+"
+6(+%1.C"*%&M+"'$)MA'"'$)HC-"?+".MM)//)-.(+-".1-"($.("/)1+(.%3"*)C&M3"'$)HC-"C&/&("&('+C4"()"
/.A&1F"'H%+"($.("($+"+1'H&1F"'+M)1-9%)H1-"*%+''H%+'")1">.F+'".1-"*%&M+".%+"%+'&'(+-"C+'("($+3"
?+M)/+"+/?+--+-"&1"-)/+'(&M"&14C.(&)1"+6*+M(.(&)1'Q"","M+1(%.C"NH+'(&)1K"$)>+2+%K"&'"$)>"/HM$")4"
($+"MH%%+1("'H%F+"&1"&14C.(&)1"%+.CC3"&'"-H+"()"($+'+"+6(+%1.C"4.M()%'".1-"$)>"/HM$"&'".M(H.CC3"."
%+4C+M(&)1")4"-)/+'(&M"4.M()%'"&1MCH-&1F"."4&'M.C".1-"/)1+(.%3"'(.1M+"($.("&'"())"C))'+"F&2+1"
.FF%+F.(+"'H**C3Q""74"($+'+"C.((+%"4.M()%'".%+"&/*)%(.1(K"($+".H($)%&(&+'"'$)HC-"?+"'++A&1F"()"(&F$(+1"
/)1+(.%3"*)C&M3"/)%+".FF%+''&2+C3".("($+"/.%F&1K"-+'*&(+"FC)?.C"/.%A+("M)1-&(&)1'Q"
"
7("&'"1)("($+"*H%*)'+")4"($&'"*.*+%"()".-2&'+")1"($+'+"&//+-&.(+"*)C&M3"NH+'(&)1'Q""[.($+%"&('"
M)1(%&?H(&)1"&'"()"'(%+1F($+1"($+"@.1A")4":.1;.1&.’s M.*.M&(3"()"-)"')"?3"M)1(%&?H(&1F"()"($+"
-+2+C)*/+1(")4"."M)$+%+1("+/*&%&M.C"4%./+>)%A"4)%"($+".1.C3'&'")4"&14C.(&)1.%3"(%+1-'"&1"($+"
+M)1)/3Q""E*+M&4&M.CC3K">+"'++A"()"-+2+C)*".1"+M)1)/+(%&M"/)-+C")4"($+"&14C.(&)1"*%)M+''"&1"
:.1;.1&.K")1+"($.("?)($"&-+1(&4&+'"($+"*%&1M&*.C"'(%HM(H%.C"-+(+%/&1.1('")4"&14C.(&)1"&1"($+"+M)1)/3"
.1-"($.("HC(&/.(+C3"*%)2&-+'"."?.'&'"4)%"-+2+C)*&1F")*+%.(&)1.C"&14C.(&)1"4)%+M.'(&1F"/)-+C'">&($&1"
($+"@.1A")4":.1;.1&."($.(".%+"M.*.?C+")4"FH&-&1F"($+"*)C&M3"-+M&'&)1'")4"($+"D)1+(.%3"S)C&M3"
#)//&((++QI "
"
:$+"%+/.&1-+%")4"($+"*.*+%"M)1'&'('")4"($%++"/.&1"'+M(&)1'Q"71"E+M(&)1"I">+"-)MH/+1("&1"/)%+"-+(.&C"
($+"%+M+1("$&'()%3")4"&14C.(&)1"&1":.1;.1&.Q"":$+"A+3"4+.(H%+")4"($&'".1.C3'&'"&'"($+"-)/&1.1("%)C+"

"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""
! ",'"-&'MH''+-"+C'+>$+%+"&1"($+"*.*+%K"($+%+".%+"."1H/?+%")4"M)1(%)2+%'&+'"'H%%)H1-&1F"($+"/+.'H%+/+1(")4"
&14C.(&)1"($%)HF$)H("($&'"*+%&)-K"?H("*.%(&MHC.%C3"?+4)%+"ILL!Q""B+"+2.-+"')/+")4"($+'+"?3"4)MH'&1F")H%"
.1.C3'&'")1"($+"*+%&)-"4%)/"G.1H.%3"ILLIK"H'&1F"($+"#S7"'+%&+'"($.("$.-"?++1"%+2&'+-"?.MA"()"($.("-.(+"
4)CC)>&1F".1"7DV"/&''&)1"()":.1;.1&."&1"ILLJ"O'++",**+1-&6"7PQ"51"($&'"?.'&'K"/+.1"$+.-C&1+"&14C.(&)1"4%)/"
G.1H.%3"ILLI"()"($+"+2+")4"($+"FC)?.C"4&1.1M&.C"M%&'&'"&1",*%&C"ILLY".2+%.F+-"XQZX\"*+%".11H/".1-"-&-"1)("
+6M++-"!L\"*+%".11H/"($%)HF$"($+"*+%&)-Q"
"
I ","M)/*.1&)1"*.*+%"()"($&'")1+K"+6./&1&1F"&14C.(&)1"4)%+M.'(&1FK">&CC"?+"*%)-HM+-"&1"+.%C3"IL!IQ"
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"

*C.3+-"?3"4))-"*%&M+'".1-"($+"M)'(")4"/)2&1F"4))-"4%)/"*%)-HM+%"()"M)1'H/+%Q"",C($)HF$"&('"'$.%+")4"
($+"M)1'H/*(&)1"?.'A+("$.'"4.CC+1"4%)/".%)H1-"ZL"*+%M+1("&1"($+"+.%C3"!WWL'K"4))-"'(&CC".MM)H1('"4)%"
MC)'+"()"XL"*+%M+1(")4"()(.C"M)1'H/*(&)1K] "?3"4.%"($+"'&1FC+"C.%F+'("M)/*)1+1(K">&($"+1+%F3".1-"
(%.1'*)%("M)'('".MM)H1(&1F"4)%"."4H%($+%"W"*+%M+1("+.M$Q",'")4"^)2+/?+%"IL!!K"3+.%9)193+.%"&14C.(&)1"
&1"($+"4))-".1-"+1+%F3"'H?9&1-&M+'"%+.M$+-"IJQ!\".1-"]WQI\"%+'*+M(&2+C3Q_"
"
71"E+M(&)1"]">+"-+2+C)*"."/)-+C")4"($+"($%++"M)/*)1+1('")4"$+.-C&1+"&14C.(&)1K"1./+C3"4))-K"+1+%F3"
.1-"M)%+"&14C.(&)1K">$+%+"($+"C.((+%"&'"($+"%+'&-H.C"&(+/Q"":$+"+/*&%&M.C"/)-+C"&'"&1"($+"(%.-&(&)1"
*)*HC.%&;+-"?3"`+1-%3"OILL!P".1-")($+%'">$)"/)-+C"&14C.(&)1"&1".1")*+1"+M)1)/3"–"in Hendry’s 

M.'+K"($+"0="99".'".1M$)%+-"&1"($+"C)1F9%H1"?3"?)($"-+/.1-9'&-+")%"/)1+(.%3"4.M()%'")1"($+")1+"
$.1-".1-"'H**C39'&-+".1-")*+1"+M)1)/3"*%&M+".%?&(%.F+"4.M()%'")1"($+")($+%QX"":3*&M.CC3K"($+'+"
/)-+C'".%+"+'(&/.(+-"H1-+%"2.%&)H'"&-+1(&43&1F"%+'(%&M(&)1'"&/*)'+-")1".1"H1-+%C3&1F"'(%HM(H%.C"
2+M()%"+%%)%"M)%%+M(&)1"/)-+C"OaU#DP"-+4&1+-".%)H1-"M)&1(+F%.(&)1"%+C.(&)1'"($.("%+4C+M("($+'+"
&14C.(&)1".1M$)%'Q""54(+1K"&1MCH-&1F"&1"`+1-%3"OILL!PK"($+"&14C.(&)1"+NH.(&)1"&'"+'(&/.(+-".'"."'&1FC+"
+NH.(&)1"-+%&2+-"4%)/"Gohansen’s (1992) w+.A"+6)F+1+&(3"%+'(%&M(&)1'")1"($+"H1-+%C3&1F"aU#DQ""B+"
.-)*("($+"'./+".**%).M$" $+%+Q""""E+M(&)1"_")4"($+"*.*+%"-&'MH''+'"($+"+'(&/.(&)1"%+'HC('".1-"($+"
4&1.C"'+M(&)1K"E+M(&)1"X"M)1MCH-+'"?3"/.A&1F"')/+"*%+C&/&1.%3")?'+%2.(&)1'".?)H("-+2+C)*&1F".1"
)*+%.(&)1.C"4%./+>)%A"4)%"'$)%(9(+%/"4)%+M.'(&1F")4"&14C.(&)1Q""

2. Inflation: stylized facts  

!"#$%&'(")*)'+,$-)'"./)%(01/2"
,"M)12+1(&)1.C"'(.%(&1F"*)&1("4)%"($+".1.C3'&'")4"&14C.(&)1"&1"'/.CC")*+1"+M)1)/&+'"'HM$".'":.1;.1&."&'"
($+"E.C(+%"E>.1"(>)9'+M()%"4%./+>)%AK"&1">$&M$"($+")2+%.CC"O$+.-C&1+P"*%&M+"&1-+6"&'"-+4&1+-".'"."
F+)/+(%&M.CC39>+&F$(+-".2+%.F+")4"($+"*%&M+")4"(%.-.?C+"O:P".1-"1)19(%.-.?C+"O^P"F))-'"'HM$"($.("
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-&44+%+1(&.(&1F">&($"%+'*+M("()"(&/+K"$+.-C&1+"&14C.(&)1"M.1"?+".**%)6&/.(+-".'".">+&F$(+-".2+%.F+"
)4"($+"'+M()%.C"&14C.(&)1"%.(+'�á��"
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�Í  E � :� s  F � Ù� ;� è�ç
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] "V))-".MM)H1(+-"4)%"Z!QI\")4"()(.C"M)1'H/*(&)1"&1"($+"!WW!bWI":.1;.1&."`)H'+$)C-"@H-F+("EH%2+3"O`@EP".1-"
XXQW\"&1"($+"ILL!bLI"`@EQ"":$+"4))-"'$.%+"&1"($+"ILLZ"`@E"&'"__Q]\Q""`)>+2+%"-&%+M("M)/*.%&')1'")2+%"(&/+"
.%+"&/*+%4+M("'&1M+"($+"-+(.&C+-"MC.''&4&M.(&)1")4"($+"M)1'H/*(&)1"?.'A+("$.'"M$.1F+-")2+%"(&/+Q"V)%"+6./*C+K"
the new 2007 HBS, which is based on the UN’s Classification of Individual Consumption by Purpose (COICOP), 

1)>"&1MCH-+'"1)19alcoholic beverages in the ‘food share’ but excludes food consumed outside the home in 

$)(+C'".1-"%+'(.H%.1('Q":$+"MH%%+1("#S7K"*H?C&'$+-"4)%"($+"4&%'("(&/+"&1"E+*(+/?+%"IL!LK"-+4&1+'"."()(.C"4))-"
.FF%+F.(+"?3"M)/?&1&1F"4))-K"&1MCH-&1F"4))-"+.(+1")H('&-+"($+"$)/+K".1-"-%&1A'"O.CM)$)C&M".1-"1)19.CM)$)C&MPQ""
:$&'".MM)H1('"4)%"X!"*+%M+1("()"()(.C"#S7Q""
"
_"E)H%M+c"^@E"@HCC+(&1"^)2+/?+%"IL!!Q""
"
X"We are not aware of any comparable work for Tanzania but variants of this class of ‘multiple determinants’ 

/)-+C"$.'"?++1"+'(&/.(+-"4)%"."1H/?+%")4"M)H1(%&+'"&1"EH?9E.$.%.1",4%&M."&1"($+"C.'("-+M.-+")%"')K"&1MCH-&1Fc"
4)%"D);./?&NH+"?3"0?&-+"O!WWZPd"4)%"D.C&".1-"#$.-"?3"<&)H4"OILLZP".1-"=&1-."OIL!!P"%+'*+M(&2+C3d"4)%"=+13."
by Durevall and Ndung’u (2001); and by Loening, Durevall and Birru (2009) for Ethiopia.  An important 

+6M+*(&)1"&'"@.%1&M$)1".1-"S+&%&'"OILLYP">$)"+/*C)3"*.1+C"M)&1(+F%.(&)1"/+($)-'"()"M)/*H(+"&-+1(&43")H(*H("
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Real Exchange Rates and price arbitrage in food and fuel 
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Domestic supply conditions and food price inflation  
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/+.'H%&1F"($+"&/*.M(")4"'H**C3"2.%&.(&)1")1"4))-"*%&M+'"&'"($%)HF$"-&%+M("/+.'H%+/+1(")4">$.("$.'"
?++1"M.CC+-"($+".F%&MHC(H%.C"'H**C3"F.*K"-+4&1+-".'"($+"-+2&.(&)1")4".M(H.C"4%)/"*)(+1(&.C".F%&MHC(H%.C"
)H(*H(K">$+%+"($+"C.((+%"&'"-+4&1+-".'")Htput under ‘normal’ growing conditions:"
"
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"
71"*%&1M&*C+K"+C+*'M)HC-"?+"M)/*H(+-"H'&1F"'(.1-.%-"-+M)/*)'&(&)1"/+($)-'"'HM$".'"."`)-%&MA9
S%+'M)(("4&C(+%QIL""<)&1F"')"4)%".F%&MHC(H%.C")H(*H("&1":.1;.1&."*%+'+1('"(>)"/.R)%"*%)?C+/'c"($+"4&%'("
&'"($.("M)1'&'(+1("(&/+"'+%&+'")1".F%&MHC(H%.C")H(*H(".%+"(3*&M.CC3"1)(".2.&C.?C+")1".13($&1F"$&F$+%"
($.1".11H.C"4%+NH+1M3".1-"'+M)1-K"($+%+".%+"'&F1&4&M.1("-&'M%+*.1M&+'"?+(>++1"($+".2.&C.?C+".11H.C"
'+%&+'Q"":$+"4&%'(")4"($+'+"*%)?C+/'"&'"?+F&11&1F"()"?+".--%+''+-c"'&1M+"ILLW"($+"^.(&)1.C"@H%+.H")4"
E(.(&'(&M'"$.'"?++1"*H?C&'$&1F"."-&'.FF%+F.(+-"NH.%(+%C3"8<S"'+%&+'"4)%":.1;.1&.K"?.MA"()"ILL!Q"":$&'"
'+%&+'"$.'"1)("3+("?++1".1.C3;+-"&1"-+(.&C".1-">+"%+/.&1"M)1M+%1+-"($.("&("+6$&?&('".1"&/*C.H'&?C3"
C.%F+"-+F%++")4"'+.')1.C"2.%&.(&)1QI! ""@H("+2+1"')K"($+%+".%+"/.R)%"-&44+%+1M+'"?+(>++1"the FAO’s net 

*%)-HM(&)1"'+%&+'".1-"%+.C"2.CH+".--+-"&1".F%&MHC(H%+"4%)/"($+":.1;.1&.1"1.(&)1.C".MM)H1('K">&($"($+"
C.((+%"'$)>&1F".C/)'("1)1+")4"($+"2)C.(&C&(3")4"($+"V,5"'+%&+'Q"71"*.%(&MHC.%"($+"'$.%*"4CHM(H.(&)1"&1"
)H(*H("?+(>++1"ILLI".1-"ILL]"%+*)%(+-"?3"($+"V,5".%+"M)/*C+(+C3".?'+1("&1"($+"1.(&)1.C".MM)H1('"
-.(.K".'"&'"($+".**.%+1("M)1(%.M(&)1"&1")H(*H("?+(>++1"ILLZ".1-"ILLYQII "

Using rainfall to measure the agricultural supply gap 
71")%-+%"()"M&%MH/2+1("($+'+"/+.'H%+/+1("*%)?C+/'K"and with an eye to future ‘real time’ 

.**C&M.(&)1")4"($&'"/)-+CK">+"H'+"&1'(+.-"$&F$94%+NH+1M3"%.&14.CC"-.(.".'"."-&%+M("*%)63"4)%"($+"
2.%&.(&)1"&1".F%&MHC(H%.C"'H**C3Q""V))-"M%)*".F%&MHC(H%+K"*.%(&MHC.%C3"($+"*%)-HM(&)1")4"'(.*C+"4))-'")4"
/.&;+K"?+.1'".1-"%&M+K"&'")2+%>$+C/&1FC3"%.&1"4+-"')"($.("M)1-&(&)1.C")1"*C.1(&1F"-+M&'&)1'"O&Q+Q")1"
M$)&M+'")2+%"C.1-K"C.?)H%".1-"4+%(&C&;+%"&1*H('"+(MPK"3&+C-"2.%&.(&)1"&'"$&F$".1-"-+*+1-+1("
)2+%>$+C/&1FC3")1"%.&14.CC"2.%&.(&)1Q""Figure 9"&CCH'(%.(+'"($+"*%)-HM(&)1"3+.%"&1":.1;.1&.Q"":$+"?HCA"

"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""
IL "i)+1&1F"+(".C"OILLWP".-)*("($&'".**%).M$K"4&%'("&1(+%*)C.(&1F".F%&MHC(H%.C"8<S"&1"U($&)*&."4%)/".11H.C"()"
/)1($C3"4%+NH+1M3".1-".**C3&1F"."`)-%&MA9S%+'M)(("4&C(+%Q"
"
I! ":$&'"*%+'H/.?C3"%+flects decisions on how the treatment of inventories and ‘work9&19progress’ which, in the 

M)1(+6(")4"$&F$C3"'+.')1.C".F%&MHC(H%+">&CC"-)/&1.(+"($+"-.(."'+%&+'Q"":$+"^@E"$.'"1)("3+("%+C+.'+-"."-+(.&C+-"
-+'M%&*(&)1")4"($+"/+($)-)C)F3"H'+-"()"M)1'(%HM("NH.%(+%C3".F%&MHC(H%.C"8<SQ"
""""
II "Narrative analysis from the USAID “Famine Early Warning System Network”, FEWSNET, which point to 

?H/*+%"M%)*'"&1"($+"A+3"F%)>&1F".%+.'"&1"ILLI"4)CC)>+-"?3"*))%"%.&14.CC".1-"&1M&*&+1("4))-"'+MH%&(3"*%)?C+/'"
&1"ILL]".1-"ILL_K".**+.%"()"'H**)%("($+"*.((+%1'"%+*)%(+-"?3"V,5Q""VUBE^U:".1.C3'&'".C')"'H**)%('">+.A"
)H(*H("&1"C.(+"ILLJ".1-"ILLZQ"
"
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)4"4))-"*%)-HM(&)1")MMH%'"&1"($+"H1&/)-.C"')H($">+'(+%1"%+F&)1'")4"($+"M)H1(%3">$+%+"($+"1%$1/"
%.&1'"4%)/"^)2+/?+%"($%)HF$"()",*%&CK"%)HF$C3"($%++"/)1($'"*%&)%"()"($+"$.%2+'(K".%+"M%&(&M.CQ""

@.'+-")1"<+A.-.C"O!L9-.3P"%.&14.CC"-.(."M)CC+M(+-"?3"($+":.1;.1&."D+(+)%)C)F&M.C",H($)%&(3"O:D,P"
4)%"($+"IL".-/&1&'(%.(&2+"-&'(%&M('")4":.1;.1&.K">+"M)/*H(+"C)1F9%H1"/)1($C3".2+%.F+"%.&14.CC".("($+"
-&'(%&M("C+2+C".1-"(.A+"($+"MH%%+1("-+2&.(&)1")4".M(H.C"%.&14.CC"4%)/"($&'"C)1F9%H1".2+%.F+".'")H%"?.'&M"
*%)63"4)%"($+".F%&MHC(H%.C")H(*H("F.*Q""Figure 10"*%+'+1('"($+"C)1F9%H1".2+%.F+"/)1($C3"%.&14.CC"?3"
-&'(%&M("4)%"/.&1C.1-":.1;.1&.".1-"j.1;&?.%Q""5H%"+/*&%&M.C"*%)63"4)%"&'"-+4&1+-".'"($+"-+2&.(&)1")4"
.M(H.C"%.&14.CC"4%)/"&('"C)1F9%H1"'+.')1.C".2+%.F+"4)%"($+"*%&1M&*.C"H1&/)-.C"F%)>&1F"-&'(%&M('K"C+((&1F"
($+"C.F"?+(>++1"%.&14.CC"2.%&.(&)1".1-"&('"&/*.M(")1"*%&M+'"?+"-+(+%/&1+-"?3"($+"-.(.Q""Figure 11"
*C)('"."'/))($+-"/)2&1F".2+%.F+")4")H%"%.&14.CC"-+2&.(&)1"4)%"*%)-HM&1F"%+F&)1'")2+%"($+"'./*C+"
*+%&)-Q""",'"-&'MH''+-"?+C)>K">+".CC)>"4)%"($+"*)''&?&C&(3"($.("-+2&.(&)1'")4"%.&14.CC"4%)/"($+"1)%/".%+"
.'3//+(%&M"–"that ‘too much’ rain has a stronger effect on prices than ‘too little’ –".'">+CC".'"($+"
*)''&?&C&(3"($.("($+"+44+M('")1"*%&M+'".%+"1)19C&1+.%"?3"+6./&1&1F"($+"'NH.%+")4"($+"O*)'&(&2+")%"
1+F.(&2+P"-+2&.(&)1'"4%)/"($+"C)1F9%H1"/+.1QI] """

Storage 
:$+"4&1.C"4.M()%"-+(+%/&1&1F"4))-"*%&M+'"&'"'()%.F+Q"@)($"*H?C&M".1-"*%&2.(+"'()%.F+"'$)HC-"-./*+1"
>&($&193+.%"'+.')1.C"2.%&.(&)1"&1"*%&M+'Q"""`)H'+$)C-'"$.2+".1"&1M+1(&2+"()"$)C-"4))-"'()MA'"&4"($+3"
+6*+M("($+&%"/.%F&1.C"H(&C&(3")4"4))-"()"?+"$&F$+%"&1"($+"4H(H%+"($.1"&1"($+"*%+'+1(K"/)'(")?2&)H'C3"
?+(>++1"$.%2+'("(&/+".1-"($+"$H1F%3"'+.')1Q":$+'+"'()%.F+".M(&2&(&+'"'$)HC-"-./*+1"'+.')1.C"
4CHM(H.(&)1'"&1"*%&M+'K".C($)HF$"1)("+1(&%+C3"&4"'()%.F+"&'"M)'(C3K"?+M.H'+")4"M.%%3"M)'('")%"*$3'&M.C"
-+(+%&)%.(&)1Q""E&/&C.%"M)1'&-+%.(&)1'"/+.1"($.(".M%)''93+.%"*%&2.(+"'()%.F+"&'"H1C&A+C3"()"?+".'"
+44+M(&2+Q""B+"$.2+"1)"+/*&%&M.C"+2&-+1M+")1"*%&2.(+"'()%.F+".C($)HF$"($+"&/*.M(")4">&($&19'+.')1"
*%&2.(+"'/))($&1F">&CC"?+".?')%?+-"?3"($+"/)1($C3"'+.')1.C"-H//3"2.%&.?C+'"H'+-"&1")H%"%+F%+''&)1"
.1.C3'&'Q"
"
SH?C&M"'+M()%"'()%.F+"&1":.1;.1&."&'"4.M&C&(.(+-"?3"($+"^.(&)1.C"8%.&1"[+'+%2+",H($)%&(3"O^8[,P">$)'+"
'.C+'".1-"*H%M$.'+'"M.1"&1"*%&1M&*C+"?+"H'+-"()"'/))($"4))-"*%&M+'"'+.')1.CC3K"'*.(&.CC3K")%"+2+1"
.M%)''"3+.%'"O'H?R+M("()"($+"*$3'&M.C"-+(+%&)%.(&)1")4"'()MA'PK".("C+.'(">$+1"*%&M+"/)2+/+1('"C&+"
'(%&M(C3">&($&1"($+"*.%&(3"?.1-"4)%"."F&2+1"C)M.(&)1"–"')"($.("($+"F))-"&1"NH+'(&)1"&'"+44+M(&2+C3"1)19
(%.-+-".("($+"/.%F&1Q"""B$+1"C)M.C"/.%A+("*%&M+'".%+".%?&(%.F+-"4.&%C3"M)1(&1H)H'C3">&($">)%C-"F%.&1"
*%&M+'"&1(+%2+1(&)1"?3"($+"^8[,">&CC"$.2+"1)"+44+M(")1"*%&M+"H1C+''"&("&'"C.%F+"+1)HF$"()"-%&2+"&/*)%('"
()";+%)Q"E&/&C.%C3K">$+1"*%&M+'"&1"?)%-+%"%+F&)1'".%+"?+&1F"*H'$+-"H*"?3"*%+''H%+'"4%)/"1+&F$?)%&1F"
M)H1(%&+'"O+QFQK".C)1F"($+":.1;.1&.b=+13."?)%-+%"&1"C.(+"ILLWPK".((+/*('"()"H'+"F%.&1"'.C+'"()"C)>+%"
F%.&1"*%&M+'">&CC"(+1-"()"'*&CC".?%).-".'"&1M%+.'+-"+6*)%('K">&($"C&((C+"+44+M(")1"C)M.C"*%&M+'QI_ "

"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""
I] ""B+".C')"M)/*H(+-"'+*.%.(+"/+.'H%+'"4)%"($)'+"-&'(%&M('"'*+M&.C&;&1F"&1"/.&;+K"%&M+".1-"?+.1'".C($)HF$"
($+'+">+%+"-)/&1.(+-"?3"($+".FF%+F.(+"/+.'H%+Q"
""
I_ "^)(+"($.(">$+1"4))-"*%&M+'"*C.3".1"&/*)%(.1("%)C+"&1"($+"&14C.(&)1"*%)M+''"($+%+"/.3"?+"."M)/*C+/+1(.%&(3"
?+(>++1"*)C&M&+'"($.(".44+M("($+"'*.(&.C")%"(&/+"*.((+%1")4"4))-"'H**C&+'"–".1-"($.("C&+")H('&-+")4"($+"-)/.&1")4"
/)1+(.%3"*)C&M3"–".1-"($+"+44)%('")4"($+"/)1+(.%3".H($)%&(3"()"*%)2&-+".1"+44+M(&2+".1M$)%"4)%"&14C.(&)1"O^-HCH"
!WWZPQ":$+"*)C&M&+'"&1"NH+'(&)1"/&F$("&1MCH-+"(%.-+"*)C&M&+'K"*H?C&M"F%.&1"%+'+%2+")*+%.(&)1'K")%"'H**)%("()"
*%&2.(+"'()%.F+".1-b)%"(%.1'*)%(Q""74"&1(+%2+1(&)1'"($.("4.M&C&(.(+"'/))($&1F"M.1"?+".M$&+2+-".("C&/&(+-"4&'M.C"
M)'(K"($+3".%+"C&A+C3"()"&/*%)2+"($+")2+%.CC"+12&%)1/+1("4)%"&14C.(&)1"M)1(%)CQ"74"($+3"?+M)/+"4&'M.CC3"
H1'H'(.&1.?C+K"$)>+2+%K"($+&%"/&M%)+M)1)/&M"?+1+4&('"/.3"M)/+".("($+"+6*+1'+")4"/.M%)+M)1)/&M"'(.?&C&(3Q"
"
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D< E(#C',#""
Tables 2 to 5"%+*)%("."%.1F+")4"+'(&/.(+'")4"+NH.(&)1"O_P"4)%"/)1($C3"-.(.")1"$+.-C&1+"&14C.(&)1".1-"
&('"'H?9M)/*)1+1('"4)%"($+"*+%&)-"4%)/"G.1H.%3"ILLI"()"GH1+"IL!!"O."()(.C"'./*C+")4":e!IJK"
.C($)HF$"')/+"+.%C3")?'+%2.(&)1'"&1"($+"'./*C+".%+"C)'("&1"-.(."(%.1'4)%/.(&)1'".1-"C.F'PQ"":$+"
%+'HC('"*%+'+1(+-"&1"($+'+"(.?C+'".%+"($+")H(M)/+")4".1"+6(+1'&2+"'+.%M$"*%)M+''".M%)''"-&44+%+1("
-31./&M"'*+M&4&M.(&)1'd">+"%+*)%(")1C3"($+"/)'("%)?H'("%+'HC('"$+%+QIX"":)"4.M&C&(.(+"&1(+%*%+(.(&)1")4"
($+"%+'HC('K"Table 6"%+*)%('"($+"'(.1-.%-&;+-"?+(."M)+44&M&+1('"M)%%+'*)1-&1F"()"($+"%.>"M)+44&M&+1('"
&1"($+"-)/&1.1("'*+M&4&M.(&)1'"4%)/":.?C+'"I"()"X"O&1-&M.(+-"?3"($+"M)CH/1"$+.-&1F'PQ""E(.1-.%-&;+-"
M)+44&M&+1('".CC)>"4)%".1".''+''/+1(")4"($+"%+C.(&2+"M)1(%&?H(&)1")4"2.%&.(&)1'"&1"($+"&1-&2&-H.C"
%+F%+'')%'"()"($+")2+%.CC"2.%&.(&)1"&1"&14C.(&)1QIJ "":.?C+"I"%+*)%('"($+"%+'HC('"4)%"4))-"&14C.(&)1K":.?C+'"
]".1-"_"($+"%+'HC('"4)%"+1+%F3".1-"M)%+"&14C.(&)1"O&Q+Q"($+"1)19+1+%F3"M)/*)1+1(")4"($+"1)194))-"
&1-+6P".1-":.?C+"X"($+"%+'HC('"4)%"$+.-C&1+"&14C.(&)1Q""U.M$"+NH.(&)1"&'"+'(&/.(+-"4%++")4"M%)''9
+NH.(&)1"%+'(%&M(&)1'"')"($.("C.FF+-"&14C.(&)1"&1"+.M$"'H?9M)/*)1+1("M.1"+1(+%"&('")>1"+NH.(&)1".1-"
($)'+")4"($+")($+%"'H?9M)/*)1+1('Q""

:$+"-+*+1-+1("2.%&.?C+"&1"+.M$"M.'+"&'"($+".11H.C&;+-"2.CH+")4"/)1($C3"&14C.(&)1"-+4&1+-".'"

!ILLf �¿�H�J�L�ç
�Ü"4)%"$EF2..&G'"5",C:G'0.,"'+5&')"+&$5"H'.1-"&1".CC"M.'+'">+"M)1-&(&)1"($+"/)-+C")1"."'+("

)4"!!"M+1(+%+-"/)1($C3"-H//3"2.%&.?C+'"O!"#$%&' PQ""V)%"M)12+1&+1M+"($+'+".%+"1)("%+*)%(+-"&1"($+"
(.?C+'Q""B+"-)"$)>+2+%"*C)("($+"'+.')1.C"*.((+%1'"4%)/"+NH.(&)1'"gV!hK"gU!hK"g#!h".1-"g`!h"
%+'*+M(&2+C3"&1"Figure 12Q""U.M$"+NH.(&)1"&'".C')"M)1-&(&)1+-")1"($%++"4H%($+%"-H//3"2.%&.?C+'"
&1MCH-+-"()"%+4C+M("H19%+')C2+-"/+.'H%+/+1("M)1M+%1'Q""E*+M&4&M.CC3K"&IJ1K "is an ‘intercept 

correction’ designed to pick up w$.(".**+.%'"()"?+"."C+2+C'".-RH'(/+1("&1"($+"4))-"*%&M+"'+%&+'">$&M$"
'.>"4))-"*%&M+'"-%)*"?3".%)H1-"X\"&1")1+"/)1($d""&IL1M1N"is a ‘pulse dummy’ to pick up an 

.(3*&M.C"/)2+/+1("&1"1)194))-"*%&M+'".("($+"2+%3"?+F&11&1F")4")H%"'./*C+"*+%&)-Q"71"($&'"&1'(.1M+"
1)194))-"&14C.(&)1"-%)**+-"2+%3"'$.%*C3"&1"D.%M$"ILLI"?H("'*&A+-"?3"($+"'./+"./)H1("&1",*%&C")4"
($+"'./+"3+.%Q"":$+"4&1.C"-H//3"2.%&.?C+K"-!L/W"M)1(%)C'"4)%"($+"&1(%)-HM(&)1")4"."1+>"#S7"'+%&+'"
from September 2009.  This takes the form of an ‘intercept correction’ to the price levels for 

$+.-C&1+"&14C.(&)1".1-"+.M$")4"($+"'H?9M)/*)1+1('QIZ"

Goodness of fit and diagnostics :$+"?.((+%3")4"-&.F1)'(&M"(+'('"%+*)%(+-"?+C)>"+.M$"(.?C+"
'HFF+'('"($.("($+"/)-+C'"4)%"$+.-C&1+"&14C.(&)1".1-"&('"M)/*)1+1('".%+"'H&(.?C3"M)1-&(&)1+-K"')"($.("
($+"+NH.(&)1"%+'&-H.C'".%+"'(.(&)1.%3".1-"?%).-C3">$&(+"1)&'+Q"":$+%+".%+"."'/.CC"1H/?+%")4"
-+2&.(&)1'"4%)/"($&'"?+1M$/.%AK"/)'("1)(.?C3"+%%)%"1)191)%/.C&(3"&1"$+.-C&1+"&14C.(&)1">$&M$K"&1"
(H%1K"%+4C+M('"1)191)%/.C&(3"&1"+1+%F3".1-"M)%+"&14C.(&)1K"?)($")4">$&M$"+6$&?&("."'/.CC"1H/?+%")4"

"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""
IX"7("$.'"?+M)/+"&1M%+.'&1FC3"*)*HC.%"4)%"'*+M&4&M.(&)1"'+.%M$+'"()"?+".H()/.(+-"H'&1F"*%)F%.//+'"'HM$".'"
S#98U:E"O`+1-%3".1-"=%)C;&FK"ILLZPd"F&2+1"($+"'$)%("'*.1")4"-.(.".(")H%"-&'*)'.C".1-"($+"%+C.(&2+C3"'(%)1F"
*%&)%'")1"*C.H'&?C+"-31./&M'">+"+'M$+>"($&'".**%).M$"&1"4.2)H%")4"."/)%+"($+)%39-%&2+1"'*+M&4&M.(&)1"'+.%M$Q"
"
IJ ""i+((&1F"($+"%.>"*.%./+(+%'"?+"-+4&1+-"?3"($+"2+M()%� ¼  L � <� Ú�5� á � Ú�6� á � å � á � Ú�Þ�=�", the ‘beta coefficients’ are defined 
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�� �Ê
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�� �Ê
�A�=�"">$+%+"�ê�Ñ�Þ".1-" �ê�Ò".%+"($+"'./*C+"'(.1-.%-"-+2&.(&)1'")4"%+F%+'')%"<'

.1-"($+"-+*+1-+1("2.%&.?C+"%+'*+M(&2+C3Q"
"
IZ"An ‘intercept correction’ represents a permanent shift in the 3"#"3')4"($+"*%&M+"&1-+6d">&($"($+"-+*+1-+1("
2.%&.?C+"($+"M$.1F+"&1"($+"OC)FP"*%&M+"C+2+CK"($+"-H//3"+1(+%'">&($"."2.CH+")4"<e!"4)%"($+"*+%&)-">$+1"($+"'$&4("
(.A+'"* lace.  A ‘pulse’ dummy on the other hand enters with a value D=1 and D=9!"*&MA&1F"H*"($+"&1M%+.'+".1-"
%+2+%'.C"&1"($+"F%)>($"%.(+Q"
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+6(%+/+"2.CH+'".M%)''"($+"'./*C+Q"":)"($+"+6(+1("($+'+".%+"1)("M.*(H%+-"&1")H%"/)-+C'"($+3".%+"
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-)CC.%"(+%/'K"'*&A&1F"&1"GHC3"ILLY"?+4)%+"4.CC&1F"?.MA"'$.%*C3"&1"+.%C3"ILLWQ"":$+"-)/+'(&M"4H+C"*%&M+"
&1-+6"4)CC)>+-"($+"'./+"*.((+%1"?H(">&($"."/HM$"-./*+-"./*C&(H-+K"*.%(C3"?+M.H'+")44'+((&1F"
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&1-+6K"($+">)%C-"4H+C"*%&M+"&1-+6".1-"($+":'$b0El"1)/&1.C"+6M$.1F+"%.(+K".1-"� +  L � =� >� ""&'"($+"
%+-HM+-9%.1A"/.(%&6">$+%+"($+"2+M()%���>�"��M)1'&'('")4"($+"M)+44&M&+1('")4"($+"M)&1(+F%.(&1F"2+M()%O'P"
.1-" �r"M)1(.&1'"($+"M)%%+'*)1-&1F"4++-?.MA"+44+M('Q""Table 7"%+*)%('"unit root tests and Johansen’s 

(+'("4)%"M)&1(+F%.(&)1"?+(>++1"($+"2.%&.?C+'Q"":$+"($%++"'+%&+'".%+"7O!P"&1"C+2+C'".1-"'(.(&)1.%3"7OLP"
.4(+%"4&%'(9-&44+%+1M&1Fc""�+"($+%+4)%+"M)1(.&1'".("/)'("(>)"M)&1(+F%.(&1F"M)/?&1.(&)1'Q"":$+"(%.M+"
'(.(&'(&M"(+'("%+R+M('"($+"1HCC")4"1)"M)&1(+F%.(&)1"&1"4.2)H%")1"($+%+"?+&1F"."'&1FC+"M)&1(+F%.(&1F"
%+C.(&)1'$&*"?+(>++1"($+"($%++"2.%&.?C+'Q"":$&'"&'"%+*)%(+-".'"($+"H19%+'(%&M(+-"M)&1(+F%.(&1F"2+M()%Q"
@)($"($+"+6M$.1F+"%.(+".1-"($+">)%C-"*%&M+".%+"'(.(&'(&M.CC3"'&F1&4&M.1(".1-"+1(+%"($+"2+M()%">&($"($+"
+6*+M(+-"'&F1Q"""B+"&/*)'+"(>)"%+'(%&M(&)1'")1"($+"M)&1(+F%.(&1F"%+C.(&)1'$&*K"($+"4&%'("($.("($+"
-)/+'(&M"4H+C"*%&M+"%+'*)1-'"'3//+(%&M.CC3"()"/)2+/+1('"&1"($+"+6M$.1F+"%.(+".1-"($+">)%C-"4H+C"
*%&M+K".1-"($+"'+M)1-"($.("?)($"($+">)%C-"4H+C"*%&M+".1-"($+"+6M$.1F+"%.(+".%+">+.AC3"+6)F+1)H'"
>&($"%+'*+M("()"($+"-)/+'(&M"4H+C"*%&M+, this being Johansen’s (1992) test of the ‘partial system’ 

%+'(%&M(&)1"($.(".CC)>'"H'"()"+'(&/.(+"($+"4H+C"*%&M+"+%%)%"M)%%+M(&)1"+NH.(&)1".'"."'&1FC+"+NH.(&)1Q"
:$+"C&A+C&$))-"%.(&)"(+'("%+*)%(+-".("($+"4))(")4"($+"(.?C+"&1-&M.(+'"($.("?)($"%+'(%&M(&)1'".%+"
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-)/+'(&M".H($)%&(&+'"()"M.*"($+"*.''"($%)HF$Q""B+"+6*+M("($.(">&($"."C)1F+%"(&/+"'+%&+'K")1+"C+''"
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($%)HF$"&'"H1&(3Q"

Table 8"%+*)%('"($+"2.%&.1('")4"($+"+%%)%"M)%%+M(&)1"+NH.(&)1"4)%"4H+C"*%&M+'".%)H1-"($+"%+'(%&M(+-"
M)&1(+F%.(&1F"2+M()%Q"<+2&.(&)1'")4"-)/+'(&M"4H+C"*%&M+'"4%)/"($+&%"C)1F9%H1"SSS"2.CH+".%+".-RH'(+-"
NH&MAC3">&($".%)H1-"IL\")4"($+"-+2&.(&)1"4%)/"+NH&C&?%&H/"+C&/&1.(+-".4(+%")1+"/)1($"O'++"M)CH/1"
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%+'HC('"+C'+>$+%+"&1"($&'"*.*+%Q":$H'">+")?'+%2+"/)-+'("'$)%(9%H1"*+%'&'(+1M+"&1"-)/+'(&M"4H+C"
*%&M+'".1-"."?%).-C3"'3//+(%&M.C"%+'*)1'+"()"+6M$.1F+"%.(+"/)2+/+1('Q""
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Core inflation"V&1.CC3">+"(H%1"()"M)%+"&14C.(&)1Q"",C($)HF$"($+"/)-+C"+6*C.&1'"."%+C.(&2+C3"'/.CC"'$.%+"
)4"($+"2.%&.(&)1"&1"M)%+"&14C.(&)1K"($+"%+'HC('"&1"Table 4"M)14)%/"()"($+"(+6(?))A"-+'M%&*(&)1")4"M)%+"
&14C.(&)1"?+&1F"-+(+%/&1+-"+''+1(&.CC3")1"($+"-+/.1-"'&-+Q""D)1+(.%3"4.M()%'K"?)($"($+"-+2&.(&)1"4)%"
/)1+3"/.%A+("+NH&C&?%&H/".1-"&1"*.%(&MHC.%"'$)%(9%H1"/)1+(.%3"F%)>($"/.((+%"'&F1&4&M.1(C3"4)%"M)%+"
&14C.(&)1Q"""71"M)1(%.'("()"4))-".1-"+1+%F3"*%&M+'K"$)>+2+%K">+"-)"4&1-"+2&-+1M+")4"')/+"'(&MA&1+''"&1"
M)%+"&14C.(&)1")*+%.(&1F"($%)HF$"($+"4&%'(".1-"'+M)1-"C.F'K".C($)HF$"&1"NH.1(&(.(&2+"(+%/'"($+"&/*C&+-"
*+%'&'(+1M+"&1"M)%+"&14C.(&)1"&'"/&1&/.CQ""71".--&(&)1">+"4&1-"($.("C.FF+-"4))-"*%&M+"&14C.(&)1"O.1-"()"."
/HM$"/&C-+%"+6(+1(K"C.FF+-"+1+%F3"&14C.(&)1P"+6+%(".">+.A"1+F.(&2+"+44+M(")1"M)%+"&14C.(&)1K"
M)1'&'(+1(">&($"($+"(%.1'/&''&)1"/+M$.1&'/"-+'M%&?+-"&1"E+M(&)1"I".?)2+">$+%+"%&'&1F"4))-".1-"4H+C"
*%&M+'"'NH++;+"($+"1)19food share of consumers’ budgets transmitting a negative demand impulse 
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:$+".?'+1M+")4".13"'H**C39'&-+"4.M()%'"&1"-+(+%/&1&1F"M)%+"&14C.(&)1"&'"'H%*%&'&1FK".C($)HF$"($&'"/.3"
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Headline inflation"SHCC&1F"()F+($+%"($+"/.&1"4+.(H%+'"4%)/"($+"'H?9M)/*)1+1('">+"*%+'+1("
*%+4+%%+-"%+'HC('"4)%"$+.-C&1+"&14C.(&)1"&1"Table XQ"":$+'+"%+'HC('"M)1(.&1"1)"'H%*%&'+'K"%+4C+M(&1F"($+"
-)/&1.1("4+.(H%+'"4%)/"($+"/)-+C'"4)%"($+"*%&1M&*.C"'H?9M)/*)1+1('"/)%+")%"C+''"&1"*%)*)%(&)1"()"
($+"%+C.(&2+">+&F$(")4"+.M$"M)/*)1+1("&1"($+"M)1'H/*(&)1"?.'A+(Q"":$+"-%&2+%'")4"4))-"*%&M+"
&14C.(&)1K"&1MCH-&1F"($+"*)>+%4HC"'+.')1.C&(3"&1"4))-"*%&M+'K"%+/.&1"'&F1&4&M.1("&1"($+"+NH.(&)1"4)%"
$+.-C&1+"&14C.(&)1".1-"?%).-C3"*%)*)%(&)1.C"()"($+"%+C.(&2+">+&F$(")4"4))-"&1"($+"?.'A+(K">$&C+"($+"
'(%)1F"&/*.M(")4"+6M+''"/)1+3"F%)>($")1"1)194))-"&14C.(&)1".C')"M.%%&+'")2+%Q"",C($)HF$"1)("
%+*)%(+-"$+%+K"($+".'3//+(%&M"%+.C"+6M$.1F+"%.(+".1-"%.&14.CC"+44+M('"1)(+-"&1":.?C+'"I".1-"]"%+/.&1"
*%+'+1(K".C($)HF$K">&($)H("($+"'./+"C+2+C")4"'(.(&'(&M.C"'&F1&4&M.1M+Q"",1-K".'"M.1"?+"'++1"&1"g`XhK"($+"
-31./&M"*.((+%1'")?'+%2+-"+.%C&+%".C')"M.%%3"($%)HF$"()"$+.-C&1+"&14C.(&)1c"?+3)1-"($+"'+.')1.C"
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'./*C+Q""^)1+($+C+''"($+".1.C3'&'"*)&1('"()"."1H/?+%")4"%+.')1.?C3"%)?H'("M)1MCH'&)1'">$&M$"$.2+"
-&%+M("&/*C&M.(&)1'"4)%"*)C&M3Q"""
"
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:.1;.1&.d">$&C+"4))-"&/*)%('".**+.%"()"%+'*)1-"%+.')1.?C3"%.*&-C3"()"-)/+'(&M"*%)-HM(&)1"'$)%(9
4.CC'K"($+"M.*.M&(3"()"+6*)%("'H%*CH'"4))-"*%)-HM(&)1"&'"/HM$"/)%+"/H(+-"')"($.("/.%A+(".-RH'(/+1("
&1"($&'"M.'+")MMH%'"($%)HF$"4.CC&1F"*%&M+'K")($+%"($&1F'"+NH.CQ"":$&'"%+'HC('".**+.%'"()"$.2+"&/*)%(.1("
&/*C&M.(&)1'"4)%"(%.-+"*)C&M3".1-"*%)-HM(&)1"&1M+1(&2+'"&1".F%&MHC(H%+".C($)HF$K".'"1)(+-"?+C)>K"."
/HM$"MC)'+%".1.C3'&'")4"%+F&)1.C"*%&M+'"&'"%+NH&%+-"?+4)%+"4&%/"*)C&M3"M)1MCH'&)1'"M.1"?+"-%.>1Q""
V)H%($K"$+.-C&1+"&14C.(&)1"+6$&?&('"'(%)1F"'+.')1.C&(3K"%+4C+M(&1F"($+">&($&193+.%"*%&M+"-31./&M'"&1"
4))-Q""^)194))-"&14C.(&)1"&'K"?3"M)1(%.'(K"?%).-C3"1)19'+.')1.CQ""V&1.CC3K"*%&M+'"&1":.1;.1&."&1"F+1+%.C"
.%+"4C+6&?C+K"/)%+"')"4)%"($+"4))-".1-"+1+%F3"'H?9M)/*)1+1('"?H("+2+1"&1"($+"(%.-&(&)1.CC3"'(&MA39
*%&M+"-)/.&1")4"M)%+"&14C.(&)1"($+%+"&'"C&((C+"+2&-+1M+")4"*+%'&'(+1M+Q""E)/+")4"($+".-RH'(/+1('"()"
+NH&C&?%&H/".%+"')/+>$.("*%)C)1F+-K"?H("M)1-&(&)1.C")1"($+'+"+%%)%9M)%%+M(&)1"+44+M('K"&14C.(&)1.%3"
'$)MA'"-&''&*.(+"%.*&-C3">&($"$.C49C&2+"?+&1F"C&((C+"/)%+"($.1")1+"/)1($Q""""
"
:$+'+"M)1MCH'&)1'"1++-"()"?+"(+/*+%+-"?3"($%++"4H%($+%"M)1'&-+%.(&)1'K".CC")4">$&M$"'$)HC-"
*%)?.?C3"?+"M)1'&-+%+-"&1"4H(H%+">)%AQ""V&%'(K".'"1)(+-K"4H%($+%">)%A"&'"%+NH&%+-")1"($+"'H**C39'&-+"
.1-"*.''9($%)HF$"+44+M('")*+%.(&1F")1"M)%+"&14C.(&)1Q"":$+")2+%.CC"4&(")4"($&'"+NH.(&)1"&'"*))%".1-"($+"

"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""
]L ":$+"*)&1("+'(&/.(+'")4"($+"+6M$.1F+"%.(+"O'+/&9P+C.'(&M&(3".%+"C)>d"."/)1($9()9/)1($"-+*%+M&.(&)1")4"($+"
1)/&1.C"+6M$.1F+"%.(+")4"!L"*+%M+1(">)HC-"&1M%+.'+"($+".11H.C&;+-"&14C.(&)1"%.(+"?3".%)H1-"LQX"*+%M+1(.F+"
*)&1('Q"""
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.?'+1M+")4".13".%?&(%.F+"+44+M('"M)H1(+%&1(H&(&2+Q""E+M)1-K".'">+"1)(+"&1",**+1-&6"77K"($+%+"&'"NH&(+"
'(%)1F"*,$1+'2+0$"'+2&-+1M+"'HFF+'(&1F"($.(")44&M&.C"*%&M+"-.(."/.3"'3'(+/.(&M.CC3"?&.'+-"-)>1>.%-'K"
+'*+M&.CC3")2+%"($+"4&%'("$.C4")4"($+"-+M.-+Q""B+"M)1(%)C"4)%"($&'"()"')/+"+6(+1("&1")H%".1.C3'&'"?H("&("
>)HC-"'++/"'+1'&?C+"?)($"()"'H?R+M(")H%".1.C3'&'"()"/)%+"'+1'&(&2&(3".1.C3'&'".M%)''"'H?9'./*C+'"
.1-K">$+1"&("M)/+'"()"4)%+M.'(&1FK"()"?.'+"4)%+M.'('")1"."'$)%(+%"$&'()%&M.C"-.(."'*.1K"*)''&?C3")1C3"
4%)/".%)H1-"/&-9-+M.-+K".4(+%">$&M$"($+"(%+1-"?&.'"&1"*%&M+'".**+.%'"()"$.2+"/)-+%.(+-Q""":$+"4&1.C"
*%&)%&(3"/)-&4&M.(&)1"concerns the definition of ‘world prices’.  ,("*%+'+1(K")H%"/)-+C'"&1MCH-+"
/+.'H%+'")4"($+"-+2&.(&)1")4"-)/+'(&M"4))-".1-"4H+C"*%&M+'"4%)/">)%C-"*%&M+"&1-&M+'"-+%&2+-"4%)/"
($+"B)%C-"@.1A"M)//)-&(&+'"-.(.?.'+Q"":$&'"/.3"?+".**%)*%&.(+"4)%"4H+C".1-"+1+%F3"*%&M+'K"?H("1)("
4)%"4))-K">$+%+"($+"%+C+2.1("+6(+%1.C"*%&M+"4)%"4))-"&1":.1;.1&."'$)HC-"*%)?.?C3"?+"."%+F&)1.C"%.($+%"
($.1".">)%C-"*%&M+Q""^)"'HM$"/+.'H%+"&'"%+.-&C3".2.&C.?C+"?H("M)HC-".1-"'$)HC-"*%)?.?C3"?+"
M)1'(%HM(+-"4%)/"($+"1.(&)1.C"-.(.")4"1+&F$?)H%&1F"M)H1(%&+'Q"
"
@+3)1-"-+2+C)*&1F"."M)$+%+1("-+'M%&*(&)1")4"($+"M)1(+/*)%.%3"&14C.(&)1.%3"*%)M+''"&1":.1;.1&.K"($+"
+1-H%&1F"2.CH+")4"($&'".1.C3'&'"%+'('")1"+6(+1("()">$&M$"&("M.1"supports the Bank of Tanzania’s 

M.*.M&(3"()"4)%+M.'("4H(H%+"&14C.(&)1Q""E3'(+/.(&M"&14C.(&)1"4)%+M.'(&1F"&1":.1;.1&."&'"&1"&('"&14.1M3".1-"
&'"MH%%+1(C3"?.'+-")1"."'/.CC"'+(")4",[7D,"(&/+9'+%&+'"/)-+C'Q"",[7D,"/)-+C'")44+%"."2.CH.?C+"
?.'+C&1+")%"%+4+%+1M+"'+(")4"4)%+M.'('"?H("?3"M)1'(%HM(&)1"($+3"-)"1)("+6*C)&("($+"%&M$+%"&14)%/.(&)1"
'+("H1-+%*&11&1F"($+"'+/&9'(%HM(H%.C"/)-+C'"+'(&/.(+-"&1"($&'"*.*+%Q""@H("+6*C)&(&1F"($&'".--&(&)1.C"
&14)%/.(&)1"()"F+1+%.(+"4)%+M.'('"4%)/"M)1-&(&)1.C"/)-+C'")4"($&'"4)%/"?%&1F'"&('")>1"M$.CC+1F+'Q""
D)'(")?2&)H'C3"&("-+*+1-'")1")H%".?&C&(3"()"-+2+C)*"."M)$+%+1("*%)R+M(&)1"4)%"($+"2+M()%")4"
+6)F+1)H'"M)1-&(&)1&1F"2.%&.?C+'Q"",1"&/*)%(.1("M)/*)1+1(")4"($+"/)-+C&1F"'(%.(+F3".-)*(+-"&1"
($&'"*.*+%"$.'"?++1"()"%+C3".'"/HM$".'"*)''&?C+")1"-.(."($.(".%+"F+1+%.(+-".("$&F$"4%+NH+1M3K"&1"."
(&/+C3"/.11+%".1-K"()"($+"+6(+1("*)''&?C+K"M.1"($+/'+C2+'"?+"%+.-&C3"4)%+M.'(Q""D)'(")4"($+"2.%&.?C+'"
>+"$.2+"H'+-".%+"*H?C&'$+-"*%&)%"()")%"NH&(+"'))1".4(+%"($+"H1-+%C3&1F"*%&M+"-.(.K">$&M$".%+"
*H?C&'$+-".**%)6&/.(+C3"(>)">++A'".4(+%"($+"/)1($"+1-Q""B)%C-"*%&M+"-.(."O4)%"4))-".1-"4H+CPK"
+6M$.1F+"%.(+'".1-"/)1+(.%3"-.(.".%+".CC"*%)-HM+-">&($&1")%"MC)'+"()"($&'">&1-)>K">$&C+"($+":D,"
%.&14.CC"-.(."4)CC)>">&($"."'$)%("C.FQ""D)%+)2+%K"($+%+".C%+.-3"+6&'("2.%&)H'"/.%A+(9?.'+-".1-")($+%"
4)%+M.'('"4)%">)%C-"4))-".1-"4H+C"*%&M+'")2+%"($+"]9!I"/)1($"4)%+M.'("$)%&;)1'"($+"@.1A"&'"
M)1'&-+%&1FK">$&C+"($+"@.1A"&('+C4".C%+.-3")*+%.(+'"."4)%>.%-9C))A&1F"%+'+%2+"/)1+(.%3"*%)F%.//+"
4%)/">$&M$"?%).-"/)1+3"M.1"?+"4)%+M.'(Q"":$+")1+"/.R)%"+6M+*(&)1"&'"($+"/)1+3"/.%A+("+%%)%9
M)%%+M(&)1">$&M$"&'"-+%&2+-"4%)/".1"H1-+%C3&1F"/)1+3"-+/.1-"+NH.(&)1"+'(&/.(+-".("."NH.%(+%C3"
4%+NH+1M3Q"",'">+"1)(+-"&1"E+M(&)1"]K">+"/.3"?+".?C+"()".**%)6&/.(+"($+"/)1+3"/.%A+("(+%/'"?3"
4)MH'&1F")1"'&/*C+"2+C)M&(3"+'(&/.(+'Q""74"($&'"&'"4+.'&?C+K">+">&CC"($+1"$.2+"'H44&M&+1("-.(."()"%+9
+'(&/.(+"($+"'(%HM(H%.C"&14C.(&)1"+NH.(&)1'")1"1+.%C3"%+.C9(&/+"-.(.K"($+%+?3"*%)2&-&1F"."*%.M(&M.C"
?.'&'"4)%"4)%+M.'(&1FQ""`)>"&1"*%.M(&M+">+"-)"')K".1-"$)>">+".--%+''".'')M&.(+-"'*+M&4&M"M$.CC+1F+'"
&1"-+2+C)*&1F"."4%./+>)%A"4)%"4)%+M.'(&1F".1-"4)%+M.'(9+2.CH.(&)1"-+4&1+'"($+"1+6("'(.F+")4")H%"
%+'+.%M$")1"&14C.(&)1Q"
"
" "



I]"
"

Appendix I:  The NBS price data 
S%&M+"&1-&M+'"M)CC+M(+-"?3"($+"^.(&)1.C"@H%+.H")4"E(.(&'(&M'".%+"?.'+-")1"`)H'+$)C-"@H-F+("EH%2+3'"
O`@EP")4">$&M$"($+%+"$.2+"?++1"4&2+"'&1M+"!WJWQ]! """:$+"*%&M+"'+%&+'"H'+-"&1"($&'"*.*+%".%+"($+"
E+*(+/?+%"ILLJ"%+2&'&)1")4"($+"#S7"?.'+-")1"($+"`@E"4)%"ILL!Q""B+"'*C&M+"($+'+">&($"($+"1+>"'+%&+'"
#S7"*H?C&'$+-"?3"^@E"4%)/"5M()?+%"IL!L".1-"?.'+-")1">+&F$('"4%)/"($+"ILLZ"`@EQ""S%&M+"-.(."4)%"
($+"1+>"'+%&+'">+%+"M)/*H(+-"4%)/"5M()?+%"ILLWc">+"H'+"($+"%+2&'+-"%.($+%"($.1")%&F&1.C"-.(."4)%"
($+"*+%&)-"4%)/"5M()?+%"ILLW"()"E+*(+/?+%"IL!!Q"

,'"1)(+-K"($+")%&F&1.CC39%+C+.'+-"#S7"'+%&+'"?.'+-")1"ILL!"`@E">+&F$('">.'"'H?R+M("()"."/.R)%"
%+2&'&)1"&1"ILLJQ""S%)/*(+-"?3"M)1M+%1'"4%)/"H'+%'"($.("($+"&1-+6".**+.%+-"()"?+"'3'(+/.(&M.CC3"
H1-+%+'(&/.(&1F"&14C.(&)1K"($+"7DV"M)1-HM(+-"."%+2&+>")4"*%&M+"-.(."M)CC+M(&)1"/+($)-'"4&1-&1F"($.("
procedures for handling ‘outliers’ and other technical errors in compilation were imparting a 

'&F1&4&M.1("-)>1>.%-"?&.'"()"($+"#S7Q""V)CC)>&1F"M)%%+M(&)1K"($+"#S7">.'"%+M)/*H(+-"?.MA"()"."?.'+"
)?'+%2.(&)1")4"G.1H.%3"ILLI">&($"($+"M)%%+M(+-"'+%&+'"?+&1F".-)*(+-".'"($+")44&M&.C"#S7"'+%&+'Q""

,"1+>"#S7K"?.'+-")1"M)1'H/*(&)1">+&F$('"4%)/"($+"ILLZ"`)H'+$)C-"@H-F+("EH%2+3K">.'"*H?C&'$+-"
&1"5M()?+%"IL!LQ"":$+">+&F$('"4)%"($+"1+>"#S7".%+"?.'+-")1"M)1'H/*(&)1")4"?)($"H%?.1".1-"%H%.C"
M)1'H/+%'"O&1"M)1(%.'("()"($+"ILL!9?.'+-"#S7">$&M$">.'"H%?.19)1C3PQ""71"*%&1M&*C+K"($+%+4)%+K"^@E"
M)HC-"1)>"M)1'(%HM("%+F&)1.C"#S7'"?H("&(">.'"-+M&-+-"($.("-.(."NH.C&(3"*%+MCH-+-"'HM$".1")*(&)1".("
*%+'+1(Q""E+*.%.(+"&1-&M+'"4)%"<.%"+'"E.C../"?3"&1M)/+"C+2+C".%+".C')"M)/*&C+-"?3"^@E"?H(".("*%+'+1("
.%+"1)("*H?C&'$+-Q"7DV",4%&(.M"O,*%&C"IL!LP"$.'"%+M)//+1-+-"^@E"M)/*&C+".1-"-&''+/&1.(+"($+'+K"
.C)1F">&($"'+*.%.(+"&1-&M+'"4)%"5($+%"0%?.1",%+.'K":)(.C"0%?.1".%+.'".'">+CC".'"."^.(&)1.C"0%?.1"
.1-"[H%.C"71-+6Q"

:.?C+",!"%+*)%('"($+")C-".1-"1+>">+&F$('"4)%"($+"#S7Q""71"?)($"M.'+K"($+"#S7"?.'A+("&'"?.'+-"')C+C3")1"
M)1'H/*(&)1"%+C.(&1F"()"/)1+(.%3"+6*+1-&(H%+'c")>1"*%)-HM(&)1")4"4))-K".C)1F">&($"&/*H(+-"%+1("
4)%")>1+%9)MMH*.(&)1")4"->+CC&1F'"&'"1)("&1MCH-+-"&1"($+"?.'A+(Q"""":$+'+"-+4&M&+1M&+'"
1)(>&($'(.1-&1FK"7DV"U.'(",4%&(.M"OIL!LP"M)1MCH-+-"($.("($+"1+>"#S7">.'"?%).-C3"%)?H'(Q"

" "

"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""
]! "See Kwimbere (2011) “The Impact of Food Prices on Inflation Developments in Tanzania” (mimeo, Bank of 

:.1;.1&.P"
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Appendix II: Some concerns with the CPI 
<+'*&(+"($+">$)C+'.C+"%+2&'&)1")4"($+"ILL!"#S7K"M)1M+%1'".?)H("($+"*%&M+"'+%&+'"%+/.&1Q""71".1"
unpublished paper, World Bank economists argued that the September 2006 revisions improved ‘a 

deficient measure’ but did not fully eliminate the downward bias (World Bank, 2007).  Similar 

M)1M+%1'"+/+%F+"4%)/".1.C3'+'")4"($+"/+.'H%+-"*)2+%(3"-31./&M'"&1":.1;.1&.K"/HM$")4">$&M$"(H%1'"
.%)H1-"($+"*%)?C+/'")4"%+M)1M&C&1F"($+")44&M&.C"#S7".1-"^.(&)1.C",MM)H1('"-.(.">&($"($+"&/*C&+-"*%&M+"
.1-")H(*H("/+.'H%+'"-+%&2+-"($+"`)H'+$)C-"@H-F+("EH%2+3'"?+(>++1"ILL!".1-"ILLZ"O'++"DA+1-."
+(".CK"IL!L".1-",(A&1')1".1-"iHF)K"IL!LPQ"""
"
B+"-)"1)("$.2+"($+"'*.M+"&1"($&'"*.*+%"()"H1-+%(.A+"."-+(.&C+-"4)%+1'&M".1.C3'&'")4"($+"*%&M+"&1-&M+'"
)2+%"($+"+.%C3"ILLL'Q""@H("H'&1F"."'H?9'+(")4"M)//)-&(39C+2+C"*%&M+"-.(.")?(.&1+-"4%)/"^@E">+"
M)1MCH-+"($+%+".**+.%'"()"'(&CC"?+"."'H?'(.1(&.C"-)>1>.%-"?&.'"&1")44&M&.C"*%&M+"'+%&+'Q"^@E"*%)2&-+-"
H'">&($"%+F&)1.C"*%&M+"-.(.")1"_W"M)//)-&(&+'"4)%"($+"*+%&)-"ILL!"()"ILLWQ"":$+'+"-.(."M)2+%".CC"($+"
/.R)%"4))-".1-"1)194))-"M)/*)1+1('")4"($+"#S7".1-".MM)H1("4)%.**%)6&/.(+C3ZX"*+%M+1(")4"()(.C"
$)H'+$)C-"M)1'H/*(&)1Q"""
"
0'&1F"($+"_W"M)//)-&(&+'"4)%">$&M$">+"$.2+"%+F&)1.C"*%&M+"-.(."4%)/"($+"^@EK">+"M.CMHC.(+"4))-K"
1)194))-".1-"$+.-C&1+"*%&M+"&1-+6+'"?3".**C3&1F">+&F$('"($.(".**%)6&/.(+"($+"%+C.(&2+"&/*)%(.1M+"
)4"($+'+"M)//)-&(&+'"&1"($+"ILLZ"#S7Q"":$+'+"&1-+6+'"-&44+%"4%)/"($+"^@E"*%&M+"&1-+6+'"&1"($%++"/.&1"
%+'*+M('c"4&%'(K".'"1)(+-K"($+3".%+"M)1'(%HM(+-")1"($+"?.'&'")4"."'/.CC+%"'+(")4"&(+/'d"'+M)1-"($+3"H'+"
($+"ILLZ".1-"1)("ILL!">+&F$('".1-"($&%-K"($+3".%+"M)/*H(+-"H'&1F"F+)/+(%&M".2+%.F+'">$+%+.'"($+"
^@E"O>+"?+C&+2+P"H'+".%&($/+(&M".2+%.F&1F"4)%"M)/*H(&1F"*%&M+"&1-&M+'Q""V&1.CC3K"/&''&1F"2.CH+'"4)%"
+.M$"M)//)-&(3b%+F&)1b*+%&)-".%+"&1(+%*)C.(+-"H'&1F"."%+F%+''&)1")4"($+"M)//)-&(3"*%&M+"4)%"($.("
%+F&)1")1"($+"*%&M+'")4"($+"'./+"M)//)-&(3"&1")($+%"%+F&)1'Q"7("&'"1)(")?2&)H'"($.(".13")4"($+'+"
($&1F'"'$)HC-"/.A+"."?&F"-&44+%+1M+"()"($+"&/*C&+-"&14C.(&)1"%.(+'Q""
"
:.?C+",_"reports summary statistics for the constructed ‘all region’ CPI alongside the same stati'(&M'"
4)%"($+"^@E"%+2&'+-"#S7"'+%&+'Q"":$+"-&44+%+1M+"&1"/+.1'"&'"/.%A+-">&($")H%"M)/*H(+-"/+.'H%+"?+&1F"
.C/)'("(>&M+".'"$&F$".'"($+"^@E"&1-+6Q"V&FH%+'",!".1-",I"*%+'+1("($+"'./+" &14)%/.(&)1"F%.*$&M.CC3Q"
,'">+CC".'"*C)((&1F"($+"(>)"-)/+'(&M"'+%&+'">+".C')"*C)("($+">)%C-"4))-"*%&M+"&1-+6"4)%"C)>".1-"
/&--C+9&1M)/+"M)H1(%&+'K"M)12+%(+-"()":E$"&1")%-+%"()"/.A+"."SSS"M)/*.%&')1">&($"($+"-)/+'(&M"
4))-"*%&M+'Q"B$.("&'"'(%&A&1F"&'"($.("($+"M)1'(%HM(+-"'+%&+'"(%.MA'"($+">)%C-"4))-"*%&M+Q"71-++-K">$&C+"
($+"M)1'(%HM(+-"'+%&+'"&'"M)&1(+F%.(+-">&($"($+">)%C-"*%&M+"–".'"*%+-&M(+-"?3"%+C.(&2+"SSS"99"($+"^@E"
&'"1)(Q"
"
71"*%&1M&*C+">+"M)HC-"*%)-HM+"($+"'./+"M)/*.%&')1"4)%"1)194))-"*%&M+'Q""B+"4&1-K"$)>+2+%K"($.("
>$+%+"($+%+".%+"'H?'(.1(&.C"/&''&1F"2.CH+'"4)%"*%&M+")?'+%2.(&)1'"($+"&1(+%*)C.(&)1"H1-+%*&11&1F"($+"
-.(."*%+'+1(+-"&1":.?C+",_".1-"V&FH%+",!".%+"1)(".'"%)?H'(Q""^)1+($+C+''"V&FH%+",I"'$)>'"($.("($+"
'./+"*$+1)/+1)1"*%)?.? C3".**C&+'"()"1)194))-"*%&M+'Q":$+"4&FH%+"H'+'"%.>"-.(."%.($+%"($.1"
&1(+%*)C.(+-"-.(."()"'$)>".11H.C&;+-"&14C.(&)1"%.(+'"4)%"+.M$"M)//)-&(3"&1"+.M$"C)M.(&)1")2+%"(>)"
_93+.%'H?9*+%&)-'K"4%)/"+1-9ILL!"()"+1-9ILLX".1-"4%)/"+1-9ILLX"()"+1-9ILLWQ"U.M$"*)&1("&1"($+"
'M.((+%"*C)(".**C&+'"()")1+")4"($+"_W"4))-")%"1)194))-"M)//)-&(&+'"&1")H%"-.(.'+("&1")1+")4"($+"IL"
%+F&)1'"4)%">$&M$">+"$.2+"-.(.Q":$+"2+%(&M.C".1-"$)%&;)1(.C"C&1+'".%+"($+".2+%.F+"O$+.-C&1+P"&14C.(&)1"
%.(+'"4)%"($+"(>)"'H?9*+%&)-'K".'"%+*)%(+-"?3"^@EQ""74"($+%+">+%+"1)"'3'(+/.(&M"?&.'"&1"($+"^@E"
&14C.(&)1"%.(+"($+"M)//)-&(39%+F&)1")?'+%2.(&)1'">)HC-"?+"H1&4)%/C3"-&'(%&?H(+-".%)H1-"($+"



IX"
"

&1(+%'+M(&)1d".'"&'"MC+.%K"($+"-&'(%&?H(&)1"*C)("&'"H1-+%9>+&F$("&1"($+"E)H($9B+'("NH.-%.1(K">$&M$K"
.F.&1K"&'"M)1'&'(+1(">&($"."'3'(+/.(&M"?&.'"&1"($+")44&M&.C"/+.'H%+")4"*%&M+"&14C.(&)1Q"
"
:$+"+2&-+1M+"*%+'+1(+-"$+%+"&'"1)("M)1MCH'&2+"?H("&("&'"'(%)1FC3"'HFF+'(&2+"($.("-+'*&(+"($+"%+2&'&)1"
&1"ILLJK"($+%+"%+/.&1'"."-)>1>.%-"?&.'"&1"($+"4))-".1-")2+%.CC"&14C.(&)1"%.(+"&1":.1;.1&.Q""
"

" "



IJ"
"

Appendix III: Pass-through: some spatial evidence 
"

71"E+M(&)1"]">+"'HFF+'(+-"($.("($+"C.%F+%">+%+"(%.1'*)%("M)'('".1-")($+%"&/*+-&/+1('"()"(%.-+K"($+"
>+.A+%"($+"*%&M+9'(.?&C&;&1F"+44+M('")4"M%)''9?)%-+%"(%.-+"&1"4))-".1-"($+"/)%+">+"+6*+M("4))-"*%&M+'"
()"?+"-+(+%/&1+-"?3"-)/+'(&M"'H**C3".1-"-+/.1-"4.M()%'Q"":$+"%+'HC('"*%+'+1(+-"&1"($+"?)-3")4"($+"
*.*+%K"?.'+-")1")44&M&.C"#S7"-.(.K"&'"'HFF+'(&2+")4"($&'"(%.-+9)44Q""`+%+">+"H'+"."'*.(&.C"-&'.FF%+F.(&)1"
)4"4))-"*%&M+"-.(."(+'("($+"$3*)($+'&'"($.("($+"'(%+1F($")4"($+"*.''9($%)HF$"4%)/">)%C-"()"-)/+'(&M"
4))-"*%&M+'">+.A+1'"($+"/)%+"&')C.(+-"."%+F&)1.C"/.%A+("&'"4%)/">)%C-"/.%A+('K"(.A&1F"-&'(.1M+"
4%)/"."M%)''9?)%-+%")%"&1(+%1.(&)1.C"(%.-&1F"*)'(".'"."*%)63"4)%"&')C.(&)1Q"""
"
We construct a food price index for each of Mainland Tanzania’s region'"H'&1F"%+F&)1.CC3"
-&'.FF%+F.(+-"M)//)-&(3"*%&M+"-.(."*%)2&-+-"?3"^@E".1-"?3".**C3&1F">+&F$('"($.(".**%)6&/.(+"($+"
%+C.(&2+"&/*)%(.1M+")4"($+'+"M)//)-&(&+'"&1"($+"ILLZ"#S7Q""0'&1F"($+'+"-.(.">+"($+1"+'(&/.(+"($+"
4)CC)>&1F"*.1+C"+%%)%"M)%%+M(&)1"/)-+C"4)%"($+"*+%&)-"G.1H.%3"ILLI"()"<+M+/?+%ILLW"4)%"($+"IL"
%+F&)1'"O&1-+6+-"()*+$+,-./""

O,!P"

�¿�H�J�L�Ü�ç
�Ù  L � Ú�4  E � Ú�5�Ü�¿�H�J�L�Ü�ç

�ê�Ù E � Ù�5�Ü�:�H�J�L�Ü
�Ù F � Û�4  F � Û�5�H�J�L�Ü

�ê�Ù�;�ç�?�5 E � Ù�6�Ü�:�U�Ô F � UÜ�Ô�;�ç�?�ã

 E  Í � ö�æ�&�Ü�ç
�æ

�5�5

�æ�@�5

 E � Ý�Ü�ç"
"

>$+%+"�Ý�Ü�ç�1�ä�Ü E � à�Ü�çQ".1-"�ä�Ü"&'"."(&/+9&12.%&.1("%+F&)1"4&6+-"+44+M(Q""8&2+1"($.(">+"$.2+"'H44&M&+1("(&/+"
'+%&+'")1"+.M$"%+F&)1">+"+'(&/.(+"($+"/)-+C"H'&1F"."/+.1"F%)H*"+'(&/.()%">$&M$"&/*)'+'"($+"
%+'(%&M(&)1"($.("($+"C)1F9%H1"*.%./+(+%'")4"($+"/)-+C".%+"M)//)1".M%)''"($+"M%)''9'+M(&)1">$&C+"
($+"+%%)%"M)%%+M(&)1"*.%./+(+%'"O�Ù�5�Ü��".1-" �Ù�6�ÜP".1-"($+"'$)%("%H1"*.%./+(+%'")4"($+"/)-+C".%+"
H1M)1'(%.&1+-Q"":$+"&/*C&M&(".''H/*(&)1"&'"($.("($+%+"+6&'('"."M)//)1"4))-"%+.C"+6M$.1F+"%.(+"
.M%)''".CC"%+F&)1'"?H("($.("%+F&)1'"-&44+%"&1"($+"'*++-">&($">$&M$"C)M.C"*%&M+'".-RH'("()"+C&/&1.(+"
-+2&.(&)1'"4%)/"SSSK">&($"($&'"'*++-"'+%2&1F".'"."/+.'H%+")4"($+"-+F%++")4"&1(+F%.(&)1">&($">)%C-"
/.%A+(Q""V&FH%+",]"*C)("($+"+'(&/.(+-"2.CH+'"4)%"�Ù�5�Ü��.F.&1'("."*%)63"4)%"($+"-+F%++")4"-)/+'(&M"
%+/)(+1+''")4"($+"-&'(%&M(K"M)1'(%HM(+-".'"($+"%).-9-&'(.1M+"4%)/"($+"1+.%+'("&/*)%("?)%-+%"M&(3"
O<.%"+'"E.C../".1-",%H'$.PQ""B$&C+"(+1(.(&2+K"($+"%+'HC('".%+"M)1'&'(+1(">&($"($+"/.&1(.&1+-"
$3*)($+'&'c"($+"4H%($+%"-&'(%&M('".%+"4%)/"?)%-+%9(%.-+"($+"'C)>+%"C)M.C"4))-"*%&M+'".-RH'("()"($+&%"
C)1F9%H1"+NH&C&?%&H/"O($+".?')CH(+"2.CH+")4"($+"+%%)%"M)%%+M(&)1"M)+44&M&+1("&'"C)>+%PQ"

" "



IZ"
"

"

E(.(/(*-(#""
,-./K"#QEQK"P.J.Kessy, J.J.Nyella and S.A.O’Connell OIL!!P”The Demand for Money in Tanzania” >?@'
P.,<$5C'9+*",' !!bL]]JQ"
"
,F+1)%K"S&+%%+9[&M$.%-".1-"S+(+%"D)1(&+C"OILLYPK"7"#"3.*1"5-'Q+0,."0.5.1$0%G'M,&'8&$-$.5"
OS%&1M+()1c"S%&1M+()1"01&2+%'&(3"S%+''PQ"
"
,(A&1')1K",Q@Q".1-"DQ,Q"iHF)"OIL!LP"“Growth, poverty and distribution in Tanzania” >?@'P.,<$5C'
9+*",' !LbLY]!Q"
"
@.%1&M$on, R and S.J.Peiris (2008) “Sources of Inflation in Sub9Saharan Africa” R./,5+3'.2'D2,$0+5'
80.5.1$"%'17OXP"**"ZIW9_JQ"

<&)H4K"DQ,Q"OILLZP"“Modelling Inflation in Mali” >QS'P.,<$5C'9+*",'BS"LZbIWXQ"
"
Durevall, D and N.Ndung’u (2001)"“A dynamic model of infla(&)1")4"=+13.K"!WZ_996” R./,5+3'.2'
D2,$0+5'80.5.1$"%'10"**"WI9!IXQ"
"
Ericsson, N.R (1994) “Testing Exogeneity: An Introduction” in Ericsson, N.R. and J.S.Irons (eds) 

("%-$5C'8B.C"5"$-:'564)%-K"564)%-"01&2+%'&(3"S%+''Q"
"
8)C-4+C-K"EQDQ"".1-"[QUQ"kH.1-("O!WZ]P"“A Markov Model for Switching Regressions” R./,5+3'.2'
80.5.1"-,$0%'1"**"]9!JQ"
"
`+1-%3K"<Q"OILL!P"“Modelling UK Inflation, 187591991” R./,5+3'.2'D**3$"&'80.5.1"-,$0%' 16 **IXX9
ZXQ"
"
`+1-%3K"<Q".1-"`Q"=%)C;&F"OILLZP"9@O?8(T''
"
IMF East Afritac (2006) “Evaluation of CPI compilation” (/5*/43$%)"&'1$1".H''
"
G)$.1'+1K"EQ"O!WWIP"“Cointegration in partial systems and the efficiency of single equation analysis” 

R./,5+3'.2'80.5.1"-,$0%'52 **"]YW9_LIQ"
"
Kinda, T (2011) “Modeling Inflation in Chad” >QS'P.,<$5C'9+*",'BSb!!bXZQ"

=&%M$?+%F+%K"D".1-"VQD&'$&C&"OIL!!P"“Agricultural Productivity Growth in Kagera between 1991 and 

2004” >?@'P.,<$5C'9+*",'!!bLYWZQ"

Loening, J., D.Durevall and J Birru (2009) “Inflation dynamics and food prices in an agricultural 

+M)1)/3c"($+"M.'+")4"U(hiopia” World Bank Policy Research Working Paper 4969."

Lokina, R., M.Nerman and J.Sandefur (2011) “Poverty and Productivity: Small Scale Farming in 

:.1;.1&.K"!WW!9ILLZQ">?@'P.,<$5C'9+*",'O&1"*%+''PQ"

DA+1-.K",QVQ"UQ8QiH2.1-.".1-"[Q[H$&1-HA."OIL!LP"“Growth a1-"-&'(%&?H(&)1"&1":.1;.1&.c"%+M+1("
experience and lessons” !89UD'1$1".A'



IY"
"

^.(&)1.C"@H%+.H")4"E(.(&'(&M'K":.1;.1&."OIL!!P"!"4+%"&'V+-$.5+3'@.5%/1",'9,$0"'>5&"B'9,"%%'!"3"+%"'
^)2+/?+%"IL!LQ"
"
^.(&)1.C"@H%+.H")4"E(.(&'(&M'K":.1;.1&."OIL!!P"V+-$.5+3'@.5%/1",'9,$0"'>5&"B'9,"%%'!"3"+%"'
^)2+/?+%"IL!!Q"
"
Ndulu, B. (1997), “The Challenging Path of Transition to a Low Inflation Economy in Tanzania” The 

E+M)1-"8&C/.1"[H(&$&1-."D+/)%&.C"i+M(H%+"O<.%"+'"E.C../K"@.1A")4":.1;.1&.PQ"""
"
Ng and Aksoy (2008) “Who Are the Net Food Importing Countries?”, World Bank Policy Research 

B)%A&1F"S.*+%"__XZQ"
"
0?&-+K",QGQ"O!WWZP"“Determinants of Inflation in Mozambique” >QS'P.,<$5C'9+*",'BS"WZb!_XQ"
"
E.%F.1K"<Q"O!WJ_P"“Wages and prices in the United Kingdom: A study in econometric methodology” in 

`.%(K"SQUQK"8QD&CC'K"GQ=QB$&(.A+%"O+-'P"80.5.1"-,$0'D5+3:%$%'2.,'V+-$.5+3'80.5.1$0'93+55$5CA'i)1-)1c"
@H((+%>)%($Q"
"
Smith, D. (2010) “General Baseline Assessment of the New CPI in Tanzania” /5*/43$%)"&'7S>7'
Q$%%$.5',"*.,-A'
'
0E,7<"S+1$5"'8+,3:'P+,5$5C'T:%-"1'V"-6.,<G'S8PTV8('>>>Q4+>'b1+(b(.1;.1&.A''
B))-4)%-K"DQOILL]P'>5-","%-'+5&'9,$0"%W'S./5&+-$.5%'.2'+'-)".,:'.2'1.5"-+,:'*.3$0:' S%&1M+()1c"
S%&1M+()1"01&2+%'&(3"S%+''Q"
"

B)%C-"@.1A"OILLZP"“Underreporting of Consu/+%"S%&M+"714C.(&)1"&1":.1;.1&."ILLI92006” 

OH1*H?C&'$+-"*)C&M3"1)(+P"

" "



IW"
"

 

@$?C/(#"

 
nV&FH%+"!c"V&F"L"&1"<%.4(o!o4&FH%+'o)M(IL!!p"

"

"

0
5

10
15

20

1998m1 2000m1 2002m1 2004m1 2006m1 2008m1 2010m1 2012m1

Headline Inflation Target

Source: Target established in Monetary Policy Statement in July for subsequent 12 months

Figure 1: Annual Inflation vs Target

-1
0

0
10

20

2001m7 2003m7 2005m7 2007m7 2009m7 2011m7

Headline Food Non-food

Source: NBS. Revised CPI from 2001m12

January 2002 to September 2011
Figure 2: Inflation in revised CPI and components



]L"
"

nV&FH%+"Ic"<%.4(o!o4&FH%+'o)M(IL!!p"
"

"
nV&FH%+"]c"<%.4(o!o4&FH%+'o)M(IL!!p"

"
nV&FH%+"_.;c"<%.4(o!o4&FH%+'o)M(IL!!p"
"

-1
0

0
10

20
30

2001m7 2004m1 2006m7 2009m1 2011m7
time

Headline Food
Energy Core

Source: NBS. Revised CPI from 2010m9

January 2002 to September 2011
Figure 3: Inflation in revised CPI and components

10
0

12
0

14
0

16
0

18
0

20
0

2001m7 2004m1 2006m7 2009m1 2011m7
time

Headline Core

Source: NBS revised CPI from 2010m9

Figure 4a: CPI and Core



]!"
"

"
nV&FH%+"_?c"<%.4(o!o4&FH%+'o)M(IL!!p"
"

"
nV&FH%+"Xc"F+1+%.(+-".'"V&FH%+"W;"&1"<%.4(o!o%+'HC('o'H**Io^)2IL!!p"

-.
2

-.
1

0
.1

.2
.3

2001m7 2004m1 2006m7 2009m1 2011m7
time

Food/Core Energy/Core

Source: NBS revised CPI from 2010m9

Figure 4b: Real food and energy prices
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Figure 5: Monetary disequilibrium measures
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TABLE 2: Food Price Inflation

Sample: Jan 2002 to June 2011
Dependent variable

!" !# !$ !% !& !' !(
t-stats based on robust s.e.
Lagged inflation
!))*+,-./01,)- 213#4 56#"( 56#5$ 56#"# 56#"% 56#"$ 56"7$ 56#"'

2$6$(4 2$6584 2$6$"4 2$6"$4 2$6"(4 2#6874 2$6"'4
213%4 356#58 356#5" 356#"& 356##% 356#"$ 356#5' 356##8

2$65$4 2#6754 2$65'4 2$6"74 2$6"%4 2#6874 2$6#&4

9)-3.))*+,-./01,)- 213"4 56#&7
2#6784

:-;<=>+,-./01,)- 213"4 56""8 56"$$ 56"$& 56""5 56"5& 56"#$
2#6(74 2$6"%4 2$6$&4 2#6($4 2#6'#4 2#6784

?)<;+,-./01,)- 213$4 56"7" 56"&' 56"#' 56"&( 56#5% 56""7
2"6#'4 2"65$4 256(74 2"6584 2"6&54 256('4

Deviation from anchors
Money
2@3@A4 213$4 56&8# 56&$7 56$7# 56#75 56(5" 56'$# 56&"$

2"6%%4 2"6$%4 2567$4 256'&4 2"6(%4 2"6&&4 2"6"#4
Food
2B.3B.A4 213&4 356%"$ 356%"' 356$5# 356%5& 356%#5

2$6$'4 2$6#"4 2#6"%4 2$6$$4 2$6%54

2B.3B.A4C# 213&4 3565"#
2"6(54

2B.3B.A4+D+5 213&4 565%( 356"$5
256"84 256%84

2B.3B.A4E5 213&4 356'5$ 356%77
2$6"$4 2#6%54

Energy
2B;3B;A4 213"4 56#$( 56#%# 56#"7 56#'$ 56#'7

2#68#4 2#68#4 2#6$84 2$6#'4 2$6#&4

2B;3B;A4D5 213"4 56#88 56$57
2"67'4 2#6"84

2B;3B;A4E5 213"4 56"#$ 56"&8
256'74 256754

Rainfall
2<3<F0<4 213#4 3565(% 3565'7 3565'( 3565'%

2#6($4 2#6&#4 2#6&#4 2#6%"4

2<3<F0<4D5 213#4 356"7" 356"(' 356"'%
2$67'4 2$6&(4 2#67%4

2<3<F0<4E5 213#4 565$$ 565#& 565"'
256'"4 256%84 256#(4

Short-run factors
G<)H1I+/)=+J# 213$4 56"#" 5657& 56"5% 56""& 56""' 5657$ 56"#'

2#65$4 2"6&$4 2"6'84 2"68%4 2"6754 2"6'"4 2#65#4

9;1+KGL+BM<NI0O;O+
P$6 213$4 5655' 5655% 5655& 5655& 5655' 5655'

2"6%'4 2"6554 2"6"84 2"6#54 2"6&&4 2"6&'4

Dummy variables
*5'@( 3&865(5 3&(6'%' 3&'6##7 3&&6%#7 3&'6"7$ 3'"6"'# 3&&6"&'

276%54 276&&4 276$(4 2765'4 2"565#4 2"%65&4 276%&4
*5#@$@% '67#' 86$%' '678% &687' 7677# ""65#" (68&8

2"6'&4 2"67'4 2"6($4 2"6$#4 2#6$"4 2#6($4 2"6(%4
*"5@7 3#56#7" 3"(6(#( 3#"6%88 3##6#7# 376&57 3"5658& 3"$687&

2$65"4 2#6&74 2#67%4 2$65(4 2"6"(4 2"6#74 2"6&54

N)-O10-1 %67%" &6$#7 %657( "68(# 86&(7 86(&" &6'7%
2#68"4 2$6#(4 2#6$84 256(84 2%6574 2%6"&4 2"6''4

9 ""7 ""7 ""7 ""7 ""7 ""7 ""7
<# 56(% 56(% 56(& 56(& 56(' 56(& 56('
Q*R+3+LOS 56'( 56'8 56'8 56'8 56'7 56'7 56'7
Diagnostics
T3U+9)<@0/,1> 56#8 56$% 56#8 56#8 56#( 56$' 56#8
PJ+" 567$ 5685 567' 567# 567$ 568# 568#
PJ+% 56'( 56## 56#5 56## 56%# 56%# 56$'
QL?V+" 56%' 56%$ 56%% 56'" 56$' 56%7 56&"
QL?V% 56#& 56$% 56$' 56$# 56"7 56## 56"7
UW+V;11;O1 56#5 56"% 56"$ 56#5 56"" 56"$ 56"'
!3O;0O)-0/ 5655 5655 5655 5655 5655 5655 5655

Notes: !"#$%&'%(%)'%)*'$+(',-$./$0,%,1.'*,-('%)*$*./')'%,/%$'%(/-(1-$,11.1'2$!3#$Δ4$-,/.%,'$45%6&45%&"67$$Δ34$8$45%6&45%&362$!9#$:;!4#$-,/.%,'$<=$%,'%$.>$?,1.$
0M1)N)<<;/01,)-+01+/0=+"+1)+XY++QL?VZX[+*;-)1;O+PJ+1;O1+).+\;<)+0M1)<;=<;OO,];+N)-*,1,)-0/+I;1;<)ON;*0O1,N,1>+).+/0=+"+1)+XY+UW3V:^^:K^+*;-)1;O+
+U<;MONI3W0=0-+1;O1+).+0FO;-N;+).+I;1;<)ON;*0O1,N,1>Y+K_3^:K^+1;O1+1I;+-M//+.)<+;<<)<+-)<@0/,1>6+Z%[+Q//+<;=<;OO,)-+,-N/M*;+""+N;-1<;*+O;0O)-0/+*M@@>
+]0<,0F/;O+2N);..,N,;-1O+-)1+<;B)<1;*+0F)];46+!3K:QK`9QP+*;-)1;O+!31;O1+0=0,-O1+R),-1+O,=-,.,N0-N;+).+O;0O)-0/O6++K;;+!,=M<;+"#6

"#A@)-1I/>+.))*+B<,N;+,-./01,)-



TABLE 3: Energy price inflation

Sample: Jan 2002 to June 2011
Dependent variable

E1 E2 E3 E4
!"#!$!#%&$#'(%)*%+)&,#!%#-'-
Lagged inflation
.*'+/0%1*23$!1)* 4!"56 7-789

45-7:6
4!";6 "7-57;

45-<86
Δ34!"56 7-577 7-57< 7-578

45-::6 45-8;6 4=-7<6

>))(%1*23$!1)* 4!"56 7-5:5 7-5:?
45-976 45-9=6

4!"<6 7-5?7 7-5?7
45-<<6 45-<<6

4!";6
Σ4!"56@4!"<6 7-5A< 7-=77

4=-<56 4=-<86

Deviation from anchors
Money
4B"BC6 4!";6 7-595

47-=:6

Energy
4D'"D'C6 4!"56 "7-?7A "7-?5< "7-?=7

4<-<:6 4<-A?6 4<-:;6

4D'"D'C6E7 4!"56 "7-989
4<-<<6

4D'"D'C6F7 4!"56 "7-<<=
45-;?6

Short-run factors
G+)H!I%3)/%J=

Δ2(!"=6 5-5=; 5-78A 5-5<; 5-5<=
45-9;6 45-9=6 45-9?6 45-996

.KLI$*/'%+$!'%('D+'L1$!1)* 4!"56 7-798 7-79:
47-A?6 47-A?6

Dummy variables
(79BA "==-;<< "=5-;9A "==-8:: "=<-?:8

4=-::6 4<-;96 4;-596 4;-996
(7=B<B; "8?-88< "89-5A5 "89-95? "8?-77<

459-=96 459-8?6 45:-=A6 45:-576
(57B8 "=<-5A8 "=<-77; "==-?89 "=;-5A9

4=-<76 4=-;56 4=-=86 4=-;96

L)*#!$*! 7-A:< 7-:95 7-=99 5-A8A
7-=< 7-=A 7-7: 7-;A

M M 5=7 5=7 5=7 5=7
+= 33 7-;A 7-;A 7-;A 7-;:
N(O%"%P#Q $1L 7-<9 7-<A 7-<A 7-<A
Diagnostics
R"S%M)+B$31!0 7-77 7-77 7-77 7-77
TJ%5 7-8A 7-8A 7-88 7-:<
TJ%; 7-:5 7-:< 7-A< 7-8=
NPUV%5 7-;; 7-;? 7-;? 7-<:
NPUV; 7-77 7-77 7-77 7-77
SW%V'!!'#! 7-7= 7-7= 7-7< 7-7<
>"#'$#)*$3 7-?7 7-;: 7-;A 7-;=

Notes:%XY''%Z$&3'%=[

5=CB)*!I30%2))(%D+1L'%1*23$!1)*



TABLE 4: Core inflation 

Sample: Jan 2002 to June 2011
Dependent variable

C1 C2 C3 C4
!"#!$!#%&$#'(%)*%+)&,#!%#-'-
Lagged inflation
U)+'%1*23$!1)* �G4!"56@4!"=6 7-587 7-5:: 7-587 7-5:8

4=-986 4=-9?6 4=-A56 4<-=96
>))(%1*23$!1)*

�4!" !"=6 "7-7A; "7-7A= "7-7AA "7-7AA
4=-596 4=-7?6 4=-=?6 45-8:6

.*'+/0%1*23$!1)* 4!"56 "7-7=:
47-:96

4!"<6 "7-7;<
45-=86

Deviation from anchors
Money
4B"BC6 4!";6 7-<<? 7-<?9 7-;?=

45-?86 45-9:6 45-8:6

4B"BC6E7 4!";6 7-5A:
47-;<6

4B"BC6F7 4!";6 7-;99
45-==6

Short-run factors
G+)H!I%3)/%J= �4!" !"56 7-::; 7-:87 7-988 7-A9:

4=-=?6 4=-=A6 45-886 4=-586

.KLI$*/'%+$!'%('D+'L1$!1)* 4!"=6 7-7?; 7-7?<
45-<;6 45-<76

Dummy variables
(79BA <-==9 <-A98 <-::? ;-A89

45-786 45-5:6 45-<=6 47-?A6
(7=B<B; "5?-A:; "5?-:<7 "59-;?; "5;-A=<

4=-:96 4=-:?6 4<-556 4=-;A6
(57B8 ?-77A ;-?:? 9-?:A A-77?

45-5A6 47-8:6 45-;76 47-:;96

L)*#!$*! "7-885 "7-9?< "7-7:5 7-7<5
47-?A6 47-<76 47-7?6 47-5?=A6

M 5=7 5=7 5=7 5=7
+= 7-=8 7-=8 7-=: 7-<5
N(O%"%P#Q 7-59 7-5? 7-5? 7-5?
Diagnostics
R"S%M)+B$31!0 7-75 7-77 7-75 7-75
TJ%5 7-<A 7-<A 7-;7 7-?5
TJ%; 7-A: 7-A: 7-A7 7-99
NPUV%5 7-;7 7-;? 7-<= 7-<9
NPUV; 7-A= 7-A; 7-A= 7-A<
SW%V'!!'#! 7-7: 7-78 7-7A 7-7;
>"#'$#)*$3 7-?< 7-?? 7-?< 7-?5

Notes:%XY''%Z$&3'%=$[



!"#$%&'(&)*+,-./*&./0-+1.2/

Sample: Jan 2002 to June 2011
3*4*/,*/1&5+6.+7-*

)8 )9 ):
t-stats based on robust s.e.
$+;;*,&./0-+1.2/
Headline inflation �4!" t-2) 0.183

(2.86)

Food inflation �4!" t-2) 0.107 0.105
(2.58) (2.55)

Energy inflation �4#"t-1) 0.074 0.075
(3.22) (3.30)

Core inflation (t-2) 0.229 0.241
(2.45) (2.62)

3*5.+1.2/&062<&+/=>26?
@2/*A
(m-m*) (t-3) 0.601 0.491 0.489

(2.25) (1.94) (1.93)
B22,
(pf-pf*) (t-5) -0.273 -0.271 -0.273

(3.22) (3.32) (3.36)

%/*6;A
(pe-pe*) (t-1) 0.055 0.056 0.058

(0.92) (1.00) (1.02)

C+./0+--
(r-rbar) (t-2) -0.039 -0.039 -0.038

(2.03) (2.16) (2.11)

D>261E6F/&0+=126?
Lagged money growth �4(t-3) 0.038 0.020

(1.32) (0.71)

3F<<A&5+6.+7-*?
d06m7 -34.477 -39.210 -40.232

(3.83) (4.55) (4.75)
d02m3m4 -10.619 -13.392 -12.172

(1.64) (2.16) (2.05)
d10m9 -7.679 -10.878 -9.825

(0.82) (1.21) (1.11)

constant 6.766 5.906 5.857
(8.73) (7.28) (7.26)

N 119 119 119
r2 0.65 0.69 0.69
Adj - Rsq 0.58 0.62 0.63
3.+;/2?1.=?
J-B Normality 0.06 0.04 0.04
LM 1 0.04 0.46 0.48
LM 4 0.25 0.74 0.73
ARCH 1 0.82 0.67 0.74
ARCH4 0.78 0.45 0.47
BP Hettest 0.95 0.81 0.86
F-seasonal 0.00 0.00 0.00

G21*?( [See Table 2]

12*monthly food price inflation



!"#$%&'(&#)*+&,-)../,/)0*1
#)*+&2-)../,/)0*1

Sample: Jan 2002 to June 2011

34 35 3' 36 %7 %8 29 28 :9 :7

!"#$%&

$+;;)<&/0.=+*/-0
'"()*#+",#+-*(&#.+ �4! /&012 3415 666

7..),#+-*(&#.+ /&012 3413 666 3418 666 3489 666 3411 666

/&0:2 03413 666 03411 666 03418 666 03415 666

�4! /&012 03411 66 03415 66 3413 666

�G/&082;/&052 348< 66 3413 66

=+">$?,#+-*(&#.+ /&082 348: 666 3485 666 3481 666 348@ 666 348: 6 348@ 66 0343A

/&052 03481 6

�4" /&082 3413 666

B.>",#+-*(&#.+ /&012 348@ 666

/&052 3411 348A 3415 6 348:

�G/&082;/&012 3453 66 3419 66

>)?/+*/-0&.@-A&+0,B-@1
C-0)D
/C0C62 /&052 343A 6 3483 6 3439 6 343A 6 348: 66 3481 66

/&0@2 3485 6 348< 66

3--<
/D-0D-62 /&0@2 03418 666 03413 666 03418 666 03411 666 03411 666

/D-0D-62,E,3 /&0@2 03435

/D-0D-62F3 /&0@2 0348G 66

%0)@;D
/D"0D"62 /&082 348< 666 3489 666 3489 666 03451 666 343G 343<

/D"0D"62E3 /&082 348: 66 0341< 666

/D"0D"62F3 /&082 343< 03481

E+/0.+==
/>0>H(>2 /&012 0348: 666 03485 66 03481 66

/>0>H(>2E3 /&012 03418 666 03489 666 0348A 666

/>0>H(>2F3 /&012 343: 3435 3431

FB-@*G@H0&.+,*-@1
I>.J&%,*.$,K1 /&052 3483 3481 6 3439 6 3485 66 3439 6

�4! /&012 3481 6 3481 6 341< 66 341: 66

L"&,MIN,DO>P%(Q"Q, /&052 343< 3439 6 3439 6

*($$"),=N,)"D>"P#(&#.+ /&082 343@ 343@

/&012 3485 6

I-*)1(&R8S,,T"&(,P."--#P#"+&Q,)"-#+"),(Q,,H"&(�t#$%&�t#$%#�•'( �•)%**+,-.-*�t#$%*$/*0,-*-/0$120-3*45-66$4$-70*6.51*829:-/*!;<=*�•)*$/*0,-*/02732.3*3->$20$57
*56*0,-*3-?-73-70*>2.$29:-*273*�•'*0,-*/02732.3*3->$20$57*56*.-@.-//5.*$A
R1S,6U,66,U,666,)"+.&",83VU,@V,(+),8V,Q#$+#-#P(+P",*"W"*Q,>"QD"P&#W"*?

>)J)0<)0*&?+@/+K=)&
816C.+&%*?,D>#P",#+-*(&#.+

3--<& %0)@;D 2-@) :)+<=/0)
34@8 343@< 34:55 8433



TABLE 7:  Fuel Price Cointegration Analysis

Sample:  Dec 2004 to July 2011

!"#$%"&' (( )*+)&,"-.) /%"0) 12$0, 32$0,
/%)&4 &5$/%)&4

657*&"-$)#08"&+)$%"/) )9/: ;<1=1> ;<?@?3 ; AB@?<=1 C?<?1=D >@<B? =1<B1
�4e(t) ;<;;;; ;<;;;; 3 AB?3<33 ;<=31C 3C<=E3 31<C3 >;<;C

> ABEC<3 ;<3C>? ;<=C@3 =<EB B<B1
F5%-4$G.)-$H%*0) HGD9/: ;<3E>C D ;<B?1@ = ABE=<@= ;<;;=?

�4pf*(t) ;<;;;; ;<;;;;

I57)J/*0$G.)-$H%*0) HG9/: ;<CEE; ;<B>?B K"&'$L$3
�4pf(t) ;<;;;; ;<;;;; M&%)J/%*0/)4$05*&/)+%"/*&+$,)0/5% HG9/:$L$;<BB;HGD9/:N;<B>C)9/:N0N.9/:

K)J/%*0/)4$05*&/)+%"/*&+$,)0/5% HG9/:$L$;<BCOHGD9/:N)9/:PN0$N.9/:

(K$/)J/$5&$Q)"'$)#5+)&)*/R$5G$%)J/%*0/)4$05*&/)+%"/*&+$,)0/5%$OHL;<>?BP

Note: D$4)&5/)J$J*+&*G*0"&/$"/$12$

Phillips-Perron Unit Root tests 
(Ho = unit root)

HA,"-.)$5G$.&*/$%55/$/)J/J



!"#$%&"'(&&)*+,&-./0+&%..1.&21..+03/14&&516+,

789:,+(&&;+0&<==>&31&?*,@&<=AA

Variable [1] [2]

t-stats based on robust s.e.

Lagged fuel inflation t-1 0.1738 0.1775

(1.98) (2.05)

Lagged ER depreciation t-1 0.2693

(1.72)

t-2 0.3544

(2.33)

Lagged world fuel t-1 0.0657 0.0337

price inflation (1.78) (0.74)

Error correction ecmr

(p-p*) t-1 -0.2177

(5.57)

Positive ecmpos

(p-p*)>0 t-1 -0.1873

(2.99)

ecmneg

Negative t-1 -0.2991

(p-p*)<0 (4.72)

ER Depreciation

(positive) t-2 0.3841

(2.72)

(negative) t-2 0.3036

(2.08)

Constant -0.0126 -0.4255

(0.05) (1.21)

N 78 77

r2 0.69 0.69

Adj - Rsq 0.67 0.65

;/8B41C3/0C
J-B Normality 0.08

LM 1 0.53

LM 4 0.09

ARCH 1 0.92

ARCH4 0.40

BP Hettest 0.89

7@99+3.@&)D3+C3C
ECM (t-1) 0.04

Exchange rate (t-1) 0.75

Dependent variable 

12*monthly energy and fuel 

price inflation



Table A1: CPI Consumption Weights

HBS 2001 Category Weight HBS 2007 Category Weight

!"##$ !"%&'

!"!($ !"!))

*+,-./01230425,,-6738 !"!(% *+,-./01230425,,-6738 !"!(&

!"!9% !"!$:

5;7+2<,67823042=3-78 !"!'#

!"!:9 5;80/-;87>2.,;?/0127@;/AB70-23042B3/0-7030C7 !"!(&

D,;?7.,+42B3/0-7030C7 !"!:9

<78?,03+2C38723042.73+-. !"!:9 !"!!$

E7C873-/,02304270-78-3/0B70- !"!!' E7C873-/,023042C;+-;87 !"!9)

!"!$& !"!$#

!"!:( !"!9&

!"!:9

E7?-3;830-?23042.,-7+? !"!(%

!"!9# !"!%%

FGFHI 9"!!! 9"!!!

5,,4230420,0J3+C,.,+/C2K7L78317?

H+C,.,+/C2K7L38317?23042-,K3CC,

D,;?/01>263-78>27+7C-8/C/-M>213?23042,-.782N;7+

5;80/-;8723042.,;?7.,+427@;/AB70-

O/?C7++307,;?21,,4?23042?78L/C7? O/?C7++307,;?21,,4?23042?78L/C7?

5,,4

P8/0Q?23042F,K3CC,

E70-?

D73+-.

F830?A,8-F830?A,8-3-/,0

R4;C3-/,0 R4;C3-/,0

*,BB;0/C3-/,0



!"#$%&'()&&*+,$$,-./&*%0012&32,4&5114&!%.4.
6"7-$%)&&8"2&(99(&41&8:2%&(9;;

<"0,"#$%
=%>%$.

*0,?%.
!"# $%&&' $%$$$

!"( $%&&) $%$$$

!"* $%&)+ $%$$$

!", $%&&- $%$$$

!". $%&&& $%$$$

@0010&A100%?4,12&!%07.
,./+0 $%$'- $%$$$

,./+0"12 $%$'' $%$$$

,./+0(,3 $%$$- $%$$$

!4,4*5#". $%$+6 $%$$$

!4,4*"12 $%$$& $%$$$

!4,4*(,3 $%$+7 $%$$$

!4,4,5#". $%$$& $%$$$

!4,4,"12 $%$$6 $%$$$

!4,4,(,3 $%$+$ $%$$$

8(1/9( $%$$$ $%$$$

8(1/9("12 $%$$$ $%$$$

8(1/9((,3 $%$$$ $%$$$

B4+%0&0%C0%..10.
!/+ $%&6: $%$$$

!234 $%$-+ $%$$$

!,9 $%-'6 $%$$$

!";*9,! $%:&+ $%$$$

!"*9,! $%-:: $%$$$

D14%.)&EF,0.4&G,FF%0%2?%E&HI&<=>?=>'@</1(=#!A<0B**,4,(.,%
C,,<D8E!,<F6<*14<0,*B(B=B1(2<1*<G84B8E!,2

J,0.4&G,FF%0%2?%

-/>"$:%.&KL1)&MK4N&?124",2.&"&:2,4&0114N

OD1&40%2G&,2&PQ*R



!"#$%&'()&&*"+,"#$%&-%.,/,0,1/2&"/-&0+"/2.1+3"0,1/2&

*"+,"#$% 4%.,/,0,1/ 516+7%

lph log headline price index NBS

lpf log food price index NBS

dlpn log non-food price index NBS

lpe log energy price index NBS

lpc log core price index NBS

leu log nominal exchange rate index BOT

lpfuel log fuel price index NBS

lm2 log money M2 BOT

lsgr log net sales from Strategic Grain Reserve BOT

lpwf log world food price index

lpwe log world energy price index

lpwfuel log world fuel price index
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ecm2d Money (M2) market equilibrium Adam et al (2010)

lrerf_hpc log real exchange rate for food See text
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lrere_hpc log real exchange rate for energy See text
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deviation of rainfall from seasonal mean in 
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Tanzania Meterological 

Agency
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